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THE   NATIONAL  BANKING   SYSTEM. 

Of  the  constituents  of  our  paper  currency  the  govern- 
ment notes  are  amply  shown  by  the  history  of  the  last 
thirty  years  to  be  the  dangerous  element.  Experience  has 
shown  that  we  can  rely  upon  no  principle  or  policy  as  a 
safeguard  against  the  caprice  or  the  temptation,  which  at 
intervals  must  surely  beset  any  legislative  body  having 
control  of  the  direct  issue  of  paper.  The  bank-notes,  on 
the  other  hand,  have  been  jealously  guarded  and  strength- 
ened by  legislation,  until  they  resemble  a  government 
issue  resting  upon  a  special  fund  of  cash  and  securities 
rather  than  the  promises  of  corporations.  In  their  case 
the  present  need  of  reform  is  not  the  result  of  excess  or  of 
insecurity.  Their  increase  is  under  heavy  restraint,  and 
they  are  as  secure  as  the  credit  of  the  government  can 
make  them.  Their  grand  defect  is  want  of  adaptation  to 
the  proper  business  of  banking,  which  limits  their  useful- 
ness in  some  parts  of  the  country  and  makes  them  practi- 
cally unavailable  for  issue  in  others. 

The  framers  of  the  bank  acts  of  1863  and  1864,  which 
have  become  Title  LXII.  of  the  Revised  Statutes,  had 
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their  attention  fixed  chiefly  on  the  provision  of  a  paper 
currency  of  uniform  value  throughout  the  United  States, 
which  should  absorb  by  permanent  investment  a  certain 
amount  of  United  States  bonds,  and  should  become  the 
sole  paper  currency  of  the  future.  Indeed,  the  title  of 
each  act,  ''An  Act  to  provide  a  National  Currency,  se- 
cured by  the  pledge  of  United  States  stocks  [or  bonds], 
and  to  provide  for  the  Circulation  and  Redemption 
thereof,"  sufi&ciently  shows  the  point  of  view  from  which 
these  measures  were  regarded.  The  provisions  as  to  the 
general  business  of  banking  were,  no  doubt,  greatly  in 
advance  of  those  existing  in  many  States ;  but,  after  all, 
it  was  the  issue  of  notes  upon  a  secure  basis  which  inters 
ested  Congress  and  the  public  at  the  time,  and  has  con- 
tinued to  be  a  leading  consideration  in  national  legislation 
on  this  subject  ever  since.  Perhaps  the  failure  of  the 
national  system  to  meet  the  wants  of  large  sections  of 
country  might  not,  even  now,  have  secured  the  attention 
which  it  deserves,  had  not  the  provision  for  the  safety 
of  the  notes  finally  undermined  the  issue  and  threatened 
its  extinction.  The  inability  of  the  system  as  it  stands  to 
perform  steadily  and  satisfactorily  its  chief  duty  of  sup- 
plying the  business  of  the  country  with  a  safe  and  ade- 
quate currency,  has  finally  brought  the  whole  subject  of 
banking  under  discussion,  and  has  raised  the  question  as 
to  the  proper  co-ordination  of  issue  with  the  other  func- 
tions of  banks,  in  a  more  radical  form  than  for  thirty 
years  before. 

Although  the  purpose  of  this  paper  is  to  consider  some 
of  the  points  at  which,  in  the  judgment  of  the  writer,  the 
national  banking  system  has  proved  to  be  badly  adapted 
to  the  present  needs  of  the  country,  the  writer  must  pre- 
mise that  the  national  system  appears  to  him  to  be  the 
foundation  on  which  any  reform  of  our  bank-note  currency 
must  necessarily  stand.     Experience  under  that  system 


Digitized  by 


Google 


THE  NATIONAL  BANKING   8T8TEM  8 

has  shown  plainly  the  gain  secured  by  unifoi-mity  of  regu- 
lation and  unity  of  supervision.  There  is  no  question 
that  the  national  banks  find  their  credit  in  every  form 
strengthened  by  the  fact  that  all  rest  upon  the  same  law, 
universally  known,  and  are  under  the  same  recognized 
authority,  whose  mode  of  operation  is  universally  under- 
stood. That  the  convenience  of  their  notes  for  use  is 
materially  increased  by  this  unity  of  regulation,  and  by 
the  uniformity  of  design  of  the  notes  themselves,  is  per- 
haps the  one  point  in  the  working  of  the  national  system 
as  to  which  all  are  agreed.  To  replace  such  a  system  by 
any  complex  arrangement  by  which  the  right  of  issue 
should  be  extended  to  State  banks  would  be  a  palpable 
sacrifice  of  advantages,  from  which  the  public  as  well  as 
the  stock-holders  of  the  banks  are  now  gainers.  It  has 
been  proposed  that  such  State  banks  as  may  accede  to 
proper  regulations  prescribed  for  safety  and  solvency 
should  be  allowed  the  right  of  issue.  But  it  is  difficult 
to  see  how  such  regulations  could  be  enforced  with  cer- 
tainty except  by  the  authority  of  the  United  States,  or 
by  that  authority  without  much  risk  of  friction  and  possi- 
ble conflict  between  national  and  State  jurisdictions,  or 
without  such  strictness  of  rule  and  superintendence  as 
would  destroy  the  reasons  for  preferring  State  organiza- 
tion to  national.  The  last-named  consideration  is  the 
more  serious  when  we  consider  the  fa^t,  not  to  be  dis- 
guised, that  in  many  States  the  local  opinion  as  to  what  is 
safe  regulation  and  what  is  not  is  too  loose  to  be  satis- 
factory beyond  the  State  line.  In  short,  practical  as  well 
as  theoretical  difficulties  begin  to  multiply,  as  soon  as  we 
attempt  to  reconcile  the  conception  of  a  really  national 
currency  with  anything  short  of  an  absolutely  uniform 
qrstem  of  safeguards. 

The  banking  history  of  the  United  States  has  been  for 
the  most  part  a  succession  of  catastrophic  changes  rather 
than  a  process  of  steady  growth.    One  expedient  after 
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another  has  been  taken  up,  abruptly  dismissed  in  its  turn, 
like  the  two  Banks  of  the  United  States,  or  suddenly 
revolutionized,  like  the  currency  provisions  of  the  Inde^ 
pendent  Treasury  act.  The  national  banking  system  has 
now  had  a  longer  term  of  active  existence  than  any  other 
national  system  adopted  in  this  country,  or  any  important 
State  system  of  issue.  Seriously  as  its  defects  have 
limited  its  usefulness,  it  has  grown  in  strength  and  credit. 
In  the  course  of  a  generation  it  has  collected  a  mass  of 
legislation,  judicial  precedents,  and  rules  of  official  prac- 
tice, which  make  up  a  body  of  administrative  law  of 
remarkable  completeness  and  value,  known  from  one  end 
of  the  Union  to  the  other, —  a  common  possession,  in 
which  it  is  not  impossible  that  all  our  people  may  yet 
come  to  appreciate  their  common  interest.  This  is  a 
foundation  to  build  upon,  not  an  experiment  to  be  dis- 
missed and  superseded  by  some  other.  Never  since  the 
early  part  of  this  century  has  there  been  a  like  oppor- 
tunity to  improve  our  legislation  upon  banking  and 
currency  by  the  proper  adjustment  of  an  existing  system, 
old  enough  and  successful  enough  to  have  acquired  an 
historical  position  and  credit.  We  now  enjoy  an  advan- 
tage analogous  to  that  which  England  finds  in  making 
the  ancient  reputation  and  strength  of  the  Bank  of  Eng- 
land the  starting-point  in  any  financial  measure,  or  France 
in  her  careful  adhesion,  through  every  revolution  in  dy- 
nasty or  politics,  to  the  century-old  Bank  of  France. 

It  is  also  a  practical  consideration  of  great  weight  that 
any  change  in  the  existing  system  would  be  made  with 
the  least  disturbance  of  business  relations  and  practices, 
if  it  were  made  by  the  better  regulation  of  the  mass  of 
banks  which  already  have  the  right  of  issue,  but-  upon 
this  it  is  not  necessary  to  dwell. 

The  defective  adaptation  of  the  national  banking  sys- 
tem to  the  needs  of  the  different  sections  is  amply  shown 
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by  the  reports  of  the  Comptroller  of  the  Currency.  From 
the  latest  of  these  reports  *  it  appears  that  in  1896  more 
than  two-thirds  in  number  of  the  national  banks  and 
more  than  three-fourths  in  capital  were  to  be  found  in  the 
belt  of  States  lying  north  of  the  Potomac  and  Ohio  on 
the  east  of  the  Mississippi,  and  including  Iowa  and  Min- 
nesota on  the  west  of  this  river.  The  same  States  have 
more  than  one-third  in  number  and  two-fifths  in  capital  of 
the  State  banks  carrying  on  business  without  the  right 
of  issue;  but  the  State  banks,  taking  these  States  to- 
gether, carry  on  an  unequal  contest  with  the  national 
system.  In  the  rich  States  of  the  North  the  vast  pre- 
ponderance, in  number,  capital,  and  business,  is  with  the 
national  banks,  although,  as  we  advance  westward,  the 
newer  States,  even  in  this  belt,  show  a  more  equal  division 
of  the  field.  Coming  to  the  South  and  South-west,  ex- 
cluding Missouri,  we  find  the  national  banks  less  numer- 
ous than  the  State  banks,  but  holding  about  seven- 
twelfths  of  the  capital  and  a  slightly  larger  proportion  of 
the  deposits.  The  group  made  up  of  Missouri,  Kansas, 
Nebraska,  and  the  Dakotas,  shows  a  great  preponderance 
of  State  banks  in  number  and  deposits  and  an  approach  to 
equality  in  capital.f  The  Central  and  Mountain  States 
and  Territories,  with  their  extraordinary  differences  of 
economic  condition,  have  placed  the  greater  part  of  their 

*  S«e  the  table  on  page  6. 

In  tliiB  table  the  Middle  States  inelvde  Maryland  and  the  District  of 
Colnmbia;  the  Weet  and  North-west,  the  States  from  Ohio  to  Iowa  and 
Ifinnesota ;  the  South  and  South-west,  the  Atlantic  and  the  Gulf  States  from 
Yixginia  to  Texas,  with  West  Yixgrinia,  Arkansas,  Kentucky,  and  Tennessee ; 
the  MiflBouri  l^yer  group  is  Miasouri,  Kansas,  Nebraska,  and  the  Dakotas ;  the 
Pscifio  States  are.  Nevada,  California,  Oregon,  and  Washington ;  the  Cen- 
tnJ  and  Mountain  group  is  Colorado,  Idaho,  Montana,  Wyoming,  Utah,  New 
Mezioo^ Arizona,  Oklahoma,  and  the  Indian  Territory. 

t  It  should  be  noted  here  that  in  the  Comptroller's  returns  for  Kentucky, 
Kansas,  Nebraska,  and  Oklahoma,  the  figures  for  State  banks  include  private 
as  wall  as  incorporated  banks.  The  figures  given  in  the  Appendix,  pp  105-109, 
show  iliat  of  the  Sjusas  banks  returned  109  are  private,  and  of  those  in 
Nebraska  81,  mostly  of  small  capital  in  each  case. 
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small  banking  capital  tinder  the  national  system;  and, 
finally,  the  Pacific  States  show  a  great  preponderance  of 
State  banking,  which  upon  examination  is  found  to  be 
due  to  the  little  use  made  of  national  banks  by  California. 

It  is  clear  that  the  inequalities  thus  briefly  recapitulated 
rest  upon  something  more  than  mere  differences  in  popu- 
lation, wealth,  and  general  activity.  Those  differences 
would  lead  us  to  expect  much  disproportion  in  the  use  of 
banks  in  general;  but  it  is  plain  that,  in  addition  to  this, 
the  comparative  attractions  of  national  banking  with  the 
right  of  issue,  and  of  State  banking  without  it,  are  differ- 
ently estimated  in  different  States  and  sections.  This 
appears  still  more  clearly  when  a  comparison  is  made 
between  different  parts  of  the  same  section.  Thus,  in  the 
large  Western  group,  the  four  newer  States — Michigan, 
Wisconsin,  Iowa,  and  Minnesota  —  have  $36,000,000  of 
State  bank  capital  to  $52,000,000  of  national,  in  this 
respect  approximating  the  condition  of  sparsely  settled 
agricxdtural  States  in  other  sections.  In  the  South,  of  the 
most  important  banking  States,  the  Virginias  and  Ken- 
tucky have  $82,000,000  of  State  bank  capital  to  $21,000,- 
000  of  national.  In  general,  the  rule  holds  that  the 
older,  richer,  or  more  densely  populated  States,  with  varied 
industries,  find  it  easier  to  use  the  national  system  than 
the  more  thinly  settled  communities,  poor  in  capital  and 
carrying  on  industries  of  slow  return.  Even  such  an 
apparent  exception  as  that  of  Texas,  where  only  the 
national  system  appears  to  be  used,  proves  the  rule ;  for 
Texas,  since  1876,  has  forbidden  by  her  constitution  the 
establishment  of  State  banks,  and  any  competition  with 
national  banks  must  there  be  carried  on  by  private  bankers. 

It  is  beyond  dispute  that  one  of  the  most  serious  diffi- 
culties in  the  use  of  the  national  system  in  the  newer  or 
poorer  communities  is  the  requirement  of  an  investment 
in  United  States  bonds,  locking  up  banking  capital  in  a 
non-banking  security,  returning  less  than  8  per  cent,  to  the 
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holder.  In  the  older  States,  with  abundance  of  capital 
and  low  rates  of  profit,  this  requirement  has  less  impor- 
tance ;  bat  in  States  where  the  conditions  are  reversed  it  is 
a  heavy  block  in  the  way  of  the  national  system  and  its 
possible  usefulness.  Especially  does  the  bond  deposit 
block  the  way  in  any  section  where  there  is  a  need  of 
banks  of  relatively  small  capital ;  for,  as  the  minimum 
holding  of  bonds  is  one-fourth  of  the  capital  for  banks  of 
$160,000  or  under,  and  $50,000  for  larger  banks  of  what- 
ever size,  it  bears  most  heavily  in  proportion  upon  the 
small  capitals.  The  comparative  pressure  of  this  re- 
quirement in  different  sections  in  October,  1896,  is  shown 
by  the  Comptroller  of  the  Currency,*  in  a  table  from 
which  the  following  statement  is  made  up:  — 

Bondi  held  Minimum  Percentage 

for  o^roulcMon,  required,  (tfexoeee. 

New  England 65.4               21.6  .67 

Middle  States 87.9               28.9  .67 

Wert  and  North-west 45.6               24.9  .45 

South  and  Soath-west 21.3               14.2  .33 

Hissoori  River 9.2                  7.1  .23 

Central  and  Mountain 3.9                 2.9  .29 

Pacific 3.9                 3.  .24 

237.2  102.6 

The  reluctance  with  which  the  investment  in  bonds  is 
made  by  small  banks  in  the  agricultural  States  is  also 
shown  with  great  distinctness  by  the  case  of  Texas,  where 
vigorous  growth  calls  for  extended  banking,  but  only 
national  banks  can  obtain  charters.  Of  the  207  national 
banks  in  Texas,  88  are  banks  of  $50,000  capital,  of  which 
86  have  the  exact  minimum  of  bonds,  1  a  nominal  ex- 
cess, and  1  a  circulation  equal  to  its  capital.  Of  the  76 
banks  above  $60,000  and  not  over  $100,000,  63  have  only 
the  exact  minimum,  7  only  a  nominal  excess,  and  6  have 
together  $182,250  above  the  minimum.  Of  the  43  banks 
having  capitals  above  $100,000,  36  have  the  exact  mini- 

•J2<portfopl896,p.562. 
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mum  of  bonds,  8  have  only  a  nominal  excess,  and  4  have 
together  $208,000  in  excess  of  the  requirement.  For  the 
whole  $20,920,000  of  national  bank  capital  in  Texas,  the 
bonds  held  for  circulation  above  the  legally  possible  mini- 
mum is  but  $434, 700.  The  inference  from  these  figures  is 
irresistible  that  banks  in  Texas  cannot  afford  to  invest  at 
the  low  rate  of  interest  yielded  by  United  States  bonds, 
and  the  presumption  is  strong  that  the  increase  of  small 
banks  is  hindered  and  the  capital  forced  into  other  chan- 
nels by  the  bond  requirement.  Nebraska  is  also  a  strong 
case  of  the  same  kind,  with  the  difference  that  Nebraska 
seeks  her  relief  by  means  of  incorporated  State  banks. 
The  118  national  banks  in  Nebraska,  having  an  aggregate 
capital  of  $10,976,000,  hold  only  $868,650  of  bonds  in  ex- 
cess of  the  required  amount ;  and  $830,000  of  this  excess 
is  held  by  the  large  banks  in  the  cities  of  Lincoln  and 
Omaha.  Out  of  72  banks  of  $60,000  capital,  only  8  hold 
bonds  exceeding  the  minimum  by  so  much  as  $1,000,  and 
64  hold  no  excess  whatever.  Similar  illustrations  of  the 
working  of  the  bond  requirement  may  be  found  in  many 
other  States. 

Of  the  objects  to  be  gained  from  the  deposit  of  bonds, — 
security  for  the  notes  and  the  creation  of  a  market  for 
bonds, —  the  former  alone  now  has  any  value.  Against 
the  complete  attainment  of  this  object,  which  must  be  ad- 
mitted, have  to  be  set  the  facts  that,  as  the  government 
credit  rises,  the  inducement  to  take  out  circulation  weak- 
ens, so  that  the  strength  of  the  security  tends  to  pinch  the 
issue  out  of  existence,  and  that  the  necessity  of  giving  this 
particular  kind  of  security  produces  the  maximum  of  dis- 
couragement in  sections  where  the  need  of  banking  facili- 
ties is  strongly  felt.  The  propositions  to  permit  notes  to 
be  issued  to  the  par  of  the  bonds,  instead  of  the  90  per 
cent,  so  far  allowed,  and  to  moderate  or  withdraw  the  1  per 
cent,  tax  on  circulation,  are  offered  as  palliatives  for  an 
acknowledged  evil ;  but  they  do  not  strike  at  the  cause. 
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nor,  as  will  be  seen,  can  they  have  any  effect  upon  some 
of  the  more  serious  difficulties  of  the  system.  The  root  of 
the  trouble  is,  after  all,  the  necessity  for  taking  a  relatively 
large  part  of  the  capital  of  a  bank  out  of  the  proper  busi- 
ness of  banking,  and  investing  it  elsewhere,  when  all  that 
the  bank  can  do  by  means  of  its  capital  and  credit  com- 
bined is  needed  for  the  accommodation  of  its  customers. 
A  complete  remedy  would  have  to  start  therefore,  as  was 
proposed  by  the  American  Bankers'  Association  in  1894,* 
in  the  well-known  "  Baltimore  Plan,"  with  the  abolition 
of  the  bond  deposit  and  the  restoration  of  the  note  to  its 
natural  relation,  as  an  exercise  of  credit  in  the  business  of 
banking.  If  to  this  were  added  provisions  for  the  security 
of  the  note-holder  by  a  first  lien  on  the  assets  of  the  bank, 
and,  as  was  also  proposed  in  the  Baltimore  Plan,  by.  a 
guarantee  or  safety  fund  supported  by  the  contributions  of 
the  issuing  banks,  both  reason  and  experience  show  that 
the  strength  of  the  note  would  be  ample.  Some  other 
parts  of  the  present  system  would  no  doubt  need  revision. 
Provision  for  more  thorough  inspection  than  is  possible 
with  the  present  staff,  more  frequent  publication  of  ac- 
counts, and  strengthening  of  the  stockholder's  liability, 
not  in  its  nominal  extent,  but  in  its  binding  effect,!  are 
changes  already  needed,  which  would  then  be  seen  to  be 
imperative. 

Amended  by  resting  the  issues  of  national  banks  upon 
their  assets,  where  the  business  community  are  willing  to 
let  the  $1,600,000,000  of  deposits  rest,  the  system  would 
be  freed  from  one  of  the  burdens  which  hinder  its  prog- 
ress in  the  South  and   West.     It  would  still  find  its 

•  For  the  details  of  the  ''  Baltimore  Plan  "  see  White's  Money  and  Banking, 
p.  458 ;  Journal  qf  Political  Economy,  December,  1894,  p.  101. 

t  Prior  to  1880  only  about  35  per  oent.  of  assessments  upon  stookholdeis  of 
insolyent  banks  was  aotnally  oollected ;  and  in  the  finished  oases  since  1880,  re- 
ported in  the  Comptroller's  Report  for  1896  (Table  No.  76),  it  appears  that  the 
coUeotions  averaged  only  52  per  cent. 
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growth  seriously  hampered  in  sparsely  settled  districts 
everywhere,  by  the  inability  of  a  small  community  either 
to  provide  the  capital  or  to  supply  the  business  for  banks 
of  the  size  required  by  the  present  law.  On  this  subject 
a  flood  of  light  is  thrown  by  Mr.  Thornton  Cooke,  in  a 
paper  printed  in  the  Appendix,  showing  the  distribution 
of  small  banks  in  Missouri,  Kansas,  Nebraska,  and  the 
Dakotas.  In  these  States  the  minimum  capital  required 
for  State  banks  is  $10,000  in  Missouri  and  $5,000  in  the 
four  other  States.  Whatever  this  minuteness  of  capital 
may  show  as  to  the  prudence  of  the  legislation,  it  proves 
that  in  this  important  block  of  States  the  need  of  diffu- 
sion is  keenly  felt ;  and  the  same  inference  is  to  be  drawn 
from  the  minimum  of  $15,000  required  in  Michigan  and 
$10,000  in  Minnesota.  In  the  five  States  dealt  with  by 
Mr.  Cooke  an  extraordinary  development  has  taken  place. 
Of  1,247  State  banks  covered  by  the  latest  official  returns 
and  excluding  private  banks,  1,158  are  not  beyond  the 
$50,000  line  of  capital,  451  are  not  beyond  the  line  of 
$10,000,  and  112  have  capitals  not  exceeding  $5,000.  The 
tables  make  it  plain  that  in  these  States,  as  a  whole,  there 
has  been  a  strong  movement  to  provide  for  needs  not 
DOW  covered  by  the  national  system.  There  is  a  long 
list  of  other  States  in  which,  upon  examination,  we  should 
find  proof  of  demands  not  satisfied  by  the  national  sys- 
tem, but  met  imperfectly  by  State  banks  and  by  the  great 
number  of  private  banks,  of  whose  operations  there  is 
no  record  even  approximately  complete.  In  every  other 
important  banking  country  such  a  demonstrated  need  as 
this  for  diffused  but  sound  banking  would  be  answered 
by  the  establishment  of  branches  or  agencies  of  banks 
of  larger  capital.  This  method  is  not  unknown  in  the 
United  States,  although  for  various  reasons  its  applica- 
tion for  many  years  past  has  been  confined  to  a  few  States 
and  has  been  on  a  limited  scale.  That  it  is  less  applica- 
ble or  hopeful  here  than  in  all  the  other  Englishnspeaking 
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countries,  or  that  it  Deeds  anything  more  than  proper 
encouragement  for  its  wide  introduction,  at  least  in  sec- 
tions like  the  South  and  West,  it  is  hard  to  believe.  The 
change  required  in  the  present  law  would  be  slight.  If 
no  use  were  made  of  the  liberty  to  establish  branches,  the 
national  system  would  simply  stand  as  at  present,  if  not 
improved,  at  least  not  impaired ;  and,  if  use  were  made  of 
the  liberty,  one  of  the  two  barriers  which  bar  the  access 
of  national  banks  to  an  important  field  would  have  ceased 
to  block  the  way.* 

It  has  also  been  proposed,  as  a  partial  remedy  for  the 
imperfect  distribution  of  banking  under  the  national  sys- 
tem, to  reduce  the  minimum  required  capital  to  $25,000, 
as  it  stands  in  the  law  of  New  York  and  of  several  other 
States.!  This  proposition,  however,  is  open  to  some 
serious  objections.  It  plainly  does  not  go  far  enough  to 
reach  the  seat  of  a  great  part  of  the  evil.  Taking  for 
illustration  the  case  of  the  Missouri  and  Dakota  group  al- 
ready referred  to,  it  appears  from  Mr.  Cooke's  tables  that 
little  over  one-third  of  the  State  banks  in  that  group  have 
capitals  above  $20,000.  The  fact  appears  to  be  that  banks 
of  $26,000  capital  would  be  almost  as  completely  beyond 
the  means  of  a  majority  of  the  small  village  centres  in 
sparsely  settled  districts  as  banks  of  $50,000  are  now. 
But,  even  if  such  a  reduction  of  required  capital  were 
enough  to  lead  to  an  important  extension  of  the  national 
system,  it  is  also  a  serious  question  whether  on  other 
grounds  this  would  not  be  a  move  in  the  wrong  direction. 
As  national  banks  multiply  in  number,  the  problem  of 
insuring  sound  management  by  effective  supervision 
becomes  grave.  With  not  far  from  thirty-seven  hundred 
banks  already  in  operation,  the  United  States  evidently 
have  in  hand  a  task  such  as  no  government  ever  before 

*  The  present  GomptroUer  of  Currenoy  has  urged  the  introdvotaon  of  the 
bamoh  syitem  in  his  Report  for  1896,  p.  102 ;  and  the  same  ground  was  taken 
by  Seoretaty  Carlisle,  Finance  Report^  1895,  p.  Ixzziv. 

t  For  this  also  see  Report  qf  the  Comptroller  of  the  Currency^  1896,  p.  102. 
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undertook ;  and  the  difficulties  of  this  task  would  increase 
with  the  further  pulverization  of  capital  now  suggested. 
The  records  of  failures  show  that  even  iu  large  banks  the 
close  attention  of  directors  is  not  always  easily  had ;  but 
with  banks  of  the  smallest  class  in  small  villages,  not  only 
is  there  increased  difficulty  in  making  it  worth  the  while 
of  directors  to  give  the  requisite  attention  and  thought  to 
what  is,  after  all,  a  matter  of  but  trifling  importance  to 
any  one  individual,  but  there  is  also  the  often  experi- 
enced embarrassment  in  finding  among  the  business  men 
of  a  village  the  material  for  making  up  a  competent 
board.  The  best  promise  of  good  management  is  afforded 
by  a  bank  with  an  immediate  constituency  large  enough 
to  supply  an  ample  choice  of  men,  and  with  a  capital 
large  enough  to  secure  the  pressure  of  a  full  sense  of 
responsibility,  and  to  demand  a  reasonable  share  of  time 
and  care  from  an  unpaid  body  of  men.  In  short,  any 
change  in  capital  should  be  in  the  direction  of  consoli- 
dation rather  than  subdivision.  The  smallest  class  of 
national  banks  now  in  existence  should  shrink,  and  the 
extension  of  the  system  should  be  effected  by  banks  of 
more  considerable  capital,  if  we  are  to  move  towards  the 
most  efficient  and  safe  organization.  As  for  the  sugges- 
tion that  such  a  movement  would  mean  diminished  com- 
petition and  the  "  concentration  of  the  money  power,"  a  sys- 
tem of  thirty-seven  hundred  members  would  afford  ample 
scope  for  healthy  consolidation  long  before  the  danger  point 
could  come  into  view.  As  for  any  risk  of  monopoly,  if 
the  power  of  establishing  branches  were  restricted  within 
State  lines,  every  State  would  be  likely  to  find  within  its 
borders  sufficient  competition  among  its  own  banks  to 
give  its  people  the  full  benefit  of  diffused  accommodation, 
free  from  external  control  or  internal  combination. 

So  far  our  discussion  has  turned  chiefly  upon  the  present 
inability  of  the  national  banking  system  to  develop  bank- 
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ing  in  accordance  with  pressing  needs  of  important  sec- 
tions of  the  country.  The  further  objection  that  the  sys- 
tem is  not  so  constituted  as  to  supply  an  elastic  currency 
points  to  a  defect  in  the  working  of  the  bank  circulation 
in  every  section.  This  objection  i3  indisputable,  if  we  give 
to  the  word  "elasticity"  the  meaning  usually  given  to  it 
in  banking  discussions.  If  by  elasticity  we  are  to  under^ 
stand  nothing  more  than  mere  capacity  for  growth  under 
favoring  conditions,  or  variability,  no  doubt  the  bank 
circulation  has  varied  and  has  had  its  periods  of  growth. 
It  rose  rapidly  in  its  earlier  period,  when  the  investment 
in  bonds  yielded  a  high  return ;  it  ran  down  for  a  long 
series  of  years  as  the  return  upon  bonds  declined ;  and  it 
rose  again  after  the  revulsion  of  1893,  when  with  the 
decline  of  bonds  the  return  upon  them  advanced.  But 
the  elasticity  of  a  currency  is  understood  to  mean  some- 
thing quite  different  from  this  tendency  to  vaiy  over  long 
periods.  It  means  responsiveness  to  present  increase  or 
diminution  of  demand, —  the  power  of  adaptation  to  the 
needs  of  the  month,  the  week,  or  the  day,  whether  rising 
or  falling.  A  glance  at  the  figures  for  any  series  of  years, 
or  for  any  period  of  marked  change  in  affairs,  shows  that 
the  national  bank. circulation  has  never  had  this  quality. 
How  should  it  be  elastic?  Elasticity  implies  the  opera- 
tion of  counter  forces,  in  a  currency  as  well  as  in  a  steel 
spring.  That  a  currency  may  be  responsive  to  demand,  it 
is  necessary  that  the  forces,  tending  respectively  to  ex- 
pand or  to  restrict,  should  be  forces  at  work  in  the  daily 
business  of  the  bank,  where  it  is  brought  into  contact 
with  the  community  by  the  stream  of  loans,  deposits,  and 
payments.  But  under  the  national  system  at  present  the 
motives  for  extending-  issues  are  completely  separated 
from  real  banking  considerations,  and  such  tendencies  for 
the  return  of  notes  as  exist  are  equally  foreign  to  the 
relations  between  the  issuing  bank  and  that  portion  of  the 
public  which  it  serves. 
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The  failure  of  the  national  system  to  provide  for  a 
return  flow  of  notes  by  some  effective  plan  of  redemption 
is  no  doubt  due  to  the  circumstances  under  which  the 
national  bank  acts  were  passed.    Looking  to  a  distant 
future,  the  acts  contemplated  an  ultimate  return  to  specie 
payment,  and  some  of  their  provisions  were  shaped  ac- 
cordingly.   But,  after  all,  Congress  was  not  greatly  inter- 
ested in  any  present  requirement  of  redemption,  when,  so 
&r  as  could  be  seen,  the  redemption  of  a  note  must  for 
years  mean  no  more  than  its  exchange  for  another  piece 
of  paper,  itself  irredeemable.    To  tie  the  bank  circulation 
to  the  public  debt,  and  thus  to  secure  for  it  as  good  a 
chance  of  ultimate  solvency  as  a  promise  by  the  govern- 
ment could  then  have,  and  to  give  the  bank  paper  univer- 
sal credit,  were  immediately  attainable  results,  beyond 
which  there  was  not  felt  to  be  much  necessity  for  looking. 
The  act  of  1868  accordingly  made  no  provision  for  the  or- 
dinary redemption  of  bank-notes  anywhere  except  at  the 
counter  of  the  bank  itself;  and  the  chance  of  presentation 
there  was  obviously  so  slight,  that  Mr.  Sherman  cheerfully 
assured  the  Senate  that  '^  these  notes,  all  being  the  same," 
so  far  from  having  a  pitiful  life  of  thirty  or  sixty  days, 
"may  have  an  indefinite  circulation,  and  the  average  may 
extend  to  years."  *    It  was  clearly  the  expectation  that 
the  notes,  when  once  set  afloat,  would  drift  on  the  ocean 
of  paper  as  long  as  their  material  could  hold  together. 
The  amended  act  of  1864  added  the  requirement  that 
every  bank  outside  of  the  redemption  cities  should  redeem 
its  notes  through  some  bank  in  one  of  those  cities,  and 
that  all  banks  in  other  redemption  cities  should  redeem 
their  notes  through  banks  in  the  city  of  New  York ;  but, 
in  the  absence  of  any  motive  for  demanding  the  redemp- 
tion of  notes  which  every  holder,  whether  a  bank  or  an 
individual,  coxdd  use  in  his  own  payments,  these  provi- 

*  Conffnuumml  Globe,  Felmiary  10, 1863,  p.  843.  Mr.  Baker  of  New  York, 
in  the  House,  insuited  npon  the  need  of  eentral  redemption.  Ibid.,  Febmary 
20,  p.  1141. 
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sions  served  only  as  a  reason  for  allowing  banks  to  reckon 
as  a  part  of  their  reserve  the  funds  deposited  by  them 
with  banks  acting  as  their  redeeming  agents. 

This  inadequate  arrangement  did  not  satisfy  the  con- 
servative banking  opinion  of  the  country;  and  in  1865 
and  1866  an  important  movement  for  establishing  assort- 
ing houses  in  the  chief  financial  centres,  with  central 
redemption,  was  organized  in  New  York,  Boston,  and 
Philadelphia,  with  the  approval  of  the  Secretary  of  the 
Treasury  and  the  Comptroller  of  the  Currency.*  The 
elements  of  opposition,  however,  were  too  strong.  The 
project  lost  its  strength,  and  died ;  and  the  opportunity 
was  lost.  The  national  bank  system  grew  up  with  an  ap- 
paratus of  redemption  which  did  everything  but  redeem ; 
and  no  change  was  made  until  1874,  when  the  function  of 
redemption  was  transferred  to  the  Treasury,  and  banks 
were  even  forbidden  by  law  to  redeem  anywhere  else, 
except  at  their  own  counters.  Thus  we  have  to-day  a 
system  of  so-called  redemption,  which  no  doubt  removes 
from  circulation  notes  which  for  sanitary  reasons,  or  from 
wear  and  tear,  are  unfit  for  further  use,  and  enables  banks 
which  are  overloaded  with  bank-notes  at  any  season  to 
convert  them  into  greenbacks ;  but,  plainly,  the  redemp- 
tion thus  carried  on  has  little  more  than  an  accidental 
connection  with  the  financial  condition  of  any  issuing 
bank.  A  large  amount  of  notes  may  be  passing  through 
the  Redemption  Bureau ;  but  the  National  Bank  of  X  has 
no  reason  to  look  for  any  unusual  return  of  its  notes, 
however  extreme  its  expansion  may  be,  for  the  holder 
of  its  notes,  whatever  the  amount  of  its  obligations,  will 
sooner  use  them  in  payments  than  waste  time  by  send- 
ing them  to  the  Treasury.  This  is  not  a  kind  of  redemp- 
tion which  can  possibly  make  the  bank  circulation  re- 

*For  the  action  of  the  baiiki  engasrdd  in  thie  moyement,  and  for  Secretary 
MoCnUooh'0  part  in  it,  see  Banker^s  Magazine,  1866-66,  pp.  193,  401,  416.  For 
the  yiews  of  the  Comptroller  of  the  Currency,  Report,  1866  (for  Mr.  Clarke's) 
and  (for  Mr.  Hnrlbnxd's)  1866  to  1870. 
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gponsive  to  the  demands  of  business,  whatever  else  it 
may  accomplish. 

The  singular  futility  of  all  this  part  of  our  legislation 
is  no  doubt  closely  connected  with  the  ideas  as  to  the 
meaning  of  note  redemption  in  general,  which  have  grown 
up  in  connection  with  the  greenbacks.  Even  before  the 
act  of  1878  ordered  the  reissue  of  the  redeemed  green- 
backs, the  original  idea  of  redemption  as  the  fulfilment 
and  ending  of  a  contract  had  been  obscured.  That,  as  a 
matter  of  legal  interpretation,  a  note  "retired  and  can- 
celled "  had  been  paid,  and  that  any  new  issue  must  be  a 
new  debt,  requiring  clear  legal  authority  for  incurring  it, 
had  been  disputed  for  more  than  ten  years,*  until  some- 
thing more  than  the  mere  interpretation  of  a  statute  had 
come  into  the  question.  From  1866  to  1878  there  is 
shown  in  the  debates  and  the  acts  of  Congress  a  pro- 
gressive weakening  of  the  force  assigned  to  the  term 
"  redemption,"  and  the  growth  of  an  opinion  that  every- 
thing needful  is  accomplished,  if  the  opportunity  for  an 
exchange  of  one  kind  of  currency  for  another  is  some- 
where held  open. 

But  is  it  enough  that  every  holder  of  government  or 
bank  notes  should  understand  that  gold  can  always  be 
had  for  the  paper  at  the  Treasury  or  the  bank?  Espe- 
cially as  regards  bank-notes,  can  redemption  do  its  work  if 
it  is  merely  a  passive  arrangement  for  possible  payment,  in 
case  anybody  thinks  it  worth  while  to  call  for  it,  and  not 
an  active  system  of  prompt  presentation  ?  At  the  bottom 
of  much  that  is  said  and  written  on  this  subject  there 
would  seem  to  be  an  impression  that  to  give  the  public 

*Ixi  JannaTy,  1868,  Mr.  Edmnndi  stated  in  the  Senate  his  opinion  that  the 
notes  "retized  and  cancelled"  under  the  act  of  1866  could  be  reissned,  and 
mored  an  amendment  to  a  pending  biU  to  prevent  this.  Mr.  Sherman  objected 
that  reissue  was  illegal  and  further  legislation  on  the  point  needless,  and  Mr. 
Edmunds's  amendment  was  lost.  Congressional  Globe^  January  10,  1868, 
pp.  435, 529.  Sax  years  later  $26,000,000  of  notes  onee  ''  retired  and  eanceUed  " 
▼ere  reissued. 
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convincing  assurance  of  convertibility  is  the  only  object  to 
be  provided  for.  But  the  redemption  of  a  currency  has  a 
bearing  much  broader  than  this.  The  exchange  of  notes 
for  specie  on  any  large  scale  is  called  for  in  most  cases 
because  the  trade  relations  of  the  country  or  the  section 
concerned  are  such  as  to  make  specie  for  the  time  its 
cheapest  export.  This  state  of  things  may  be  the  result 
of  deplorable  misfortune  or  of  equally  deplorable  folly; 
but  in  either  case  it  is  the  misfortune  or  the  folly  that  is 
to  be  deplored,  and  not  the  process  by  which  we  pay  in 
the  easiest  way  the  debts  which  have  been  created.  The 
payment  is,  after  all,  a  curative  process,  by  which  our 
currency  seeks  the  condition  of  equilibrium  with  our  real 
ability  to  hold  money,  as  the  first  step  towards  sound 
strength ;  and  it  is  for  the  general  interest  that  the  move- 
ment of  specie  should  be  easy,  and  that  the  payment  of 
our  debts,  in  this  form  as  well  as  any  other,  should  be 
prompt. 

Moreover,  whether  we  look  at  the  government  issue  or 
at  that  of  the  banks,  it  is  important  that  the  natural 
effect  of  a  depletion  of  our  currency  by  specie  export 
should  not,  under  ordinary  circumstances,  be  thwarted  or 
warded  off.  In  the  one  case,  for  the  government  to  under- 
take, by  the  reissue  of  its  notes,  to  keep  up  the  domestic 
currency  in  the  face  of  a  movement  for  redemption  and 
specie  export,  is  to  make  that  currency,  so  far  as  may  be 
possible,  insensitive  to  the  influences  which  tend  to  its 
final  replenishment.  Mr.  Sherman  perhaps  had  a  vision 
of  this  truth  when  he  recommended  "that  by  law  the 
resumption  fund  be  specifically  defined  and  set  apart  for 
the  redemption  of  United  States  notes,  and  that  the  notes 
redeemed  shall  only  be  issued  in  exchange  for  or  purchase 
of  coin  or  bullion.'*  *  No  doubt  such  an  arrangement,  so 
long  as  Congress  permitted  its  existence,  would  at  any 
rate  have'  insured  the  close  reciprocal  relation  which  any 

*  JPVfiOfiM  Report,  1879,  p.  z. 
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effective  redemption  of  greenbacks  should  have  with  the 
actiye  currency,  and  would  have  made  the  position  of  the 
Treasury  defensible  without  the  alternation  of  panic  and 
loan  which  has  been  witnessed  since  1893.  In  the  other 
case,  it  is  almost  equally  important  that,  so  far  as  an 
export  movement  of  specie  draws  from  the  bank-note 
circulation,  it  should  draw  as  directly  as  possible  from  the 
particular  banks  which  are  in  a  state  of  relative  expansion. 
The  drain  of  specie  is  presumably  not  the  consequence  of 
any  equally  distributed  imprudence  or  any  level  stroke  of 
misfortune ;  and  its  effect  should  fall,  both  by  the  rule  of 
right  and  by  that  of  expediency,  upon  some  more  heavily 
than  upon  others.  This  can  only  be  secured  by  providing 
for  an  easy,  automatic  return  of  notes,  so  that  expanded 
liability  shall,  so  far  as  is  humanly  possible,  be  followed 
by  increased  demand  for  payment. 

With  the  imperfect  conception  of  redemption  in  general, 
on  which  our  law  proceeds,  it  is  not  surprising  that  the 
national  bank-note,  when  once  issued,  should  be  regarded 
as  a  liability  of  indefinite  date,  differing  from  other  bank 
liabilities  in  this,  that  the  issuing  bank  hardly  need  trou- 
ble itself  as  to  its  discharge.  The  fact  that  it  has  thus 
become  something  not  far  different  from  a  permanent  ob- 
ligation, is  no  doubt  one  of  the  grounds  for  the  idea  of 
unjust  privilege  which  so  many  of  our  people  connect 
with  the  national  bank  system.  It  is  also  singularly  at 
variance  with  the  principle  of  having  a  wholesome  re- 
straint upon  the  operations  of  each  bank  by  itself,  which 
governs  our  treatment  of  other  demand  liabilities.  Pro- 
vision for  the  systematic  return  of  notes  by  other  banks, 
like  the  daily  collection  of  checks,  is  so  contrary  to  our 
present  established  habits  of  thought  that  it  seems  ab- 
normal, inconsistent  with  full  credit,  and  useless,  if  not 
hostile.  But,  not  to  dwell  upon  other  considerations,  it 
appears  too  plain  to  require  demonstration  that  a  regular 
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return  flow  of  notes  is  the  necessary  condition  of  the 
elasticity  which  is  now  commonly  demanded  for  our 
bank  currency.  Elasticity  cannot  be  secured  without 
the  operation  of  restrictive  force  upon  an  outstanding 
circulation :  restrictive  force  cannot  operate  there,  except 
through  the  agency  of  the  holders  of  the  notes;  and  it 
can  only  operate  through  them  by  virtue  of  some  legal 
provision  or  of  some  convention  or  practice  having  equiva- 
lent force.  Of  legal  provisions  for  this  end  a  striking 
example  is  supplied  by  the  law  of  Massachusetts,  which 
from  1848  forbade  any  bank  to  pay  out  any  notes  except 
its  own,  and  thus  made  it  necessary  that  notes  received 
on  deposit  or  in  payments  should  be  sent  to  the  issuing 
banks  for  redemption.  Of  a  practice  equivalent  in  effect 
to  this,  there  is  the  equally  striking  case  of  the  Canadian 
banks,  which,  without  any  requirement  of  law,  but  simply 
as  competitors  for  business,  ^'demand  prompt  and  daily 
redemption  of  all  the  notes  of  other  banks  that  have  come 
in."*  But  our  system  presents  nothing  analogous  to 
these  devices  for  making  the  self-interest  of  the  banks  the 
restrictive  force  needed  to  secure  elasticity  of  issue.f  We 
appear  to  rely  vaguely  upon  some  supposed  slowly  acting 
tendency  of  the  public  to  free  itself  by  some  means  of  a 
currency,  if  felt  to  be  excessive;  but  we  set  no  machinery 
in  motion  for  that  purpose,  and  do  not  make  it  for  the 
interest  of  anybody  in  particular  to  do  that  which  on  gen- 

*BrBckiiiridge  states  that  the  aTerage  life  of  a  bank-note  in  Canada  is 
found  to  be  about  fonr  weeks.    Canadian  Banking  System,  p.  407. 

t  Breckinridge  gires  (ibid.,  p.  406)  a  diagram  showing  the  monthlj  yaria- 
tion  of  the  issnes  of  the  Canadian  banks  for  fifteen  years.  The  mininmm  is 
nsnally  reached  in  Jane,  but  sometimes  in  August,  and  one  year  in  September ; 
and  the  maximum  is  alwajrs  near  the  beginning  of  November.  From  the  low- 
est point  to  the  highest,  the  ayerage  annusl  rise,  which  disappears  in  January, 
is  about  20  per  cent.,  varying  in  the  last  dozen  years  from  under  13  per  cent,  in 
1882  to  24  per  cent,  in  1888.  There  is  also  a  small  rise  in  the  spring,  nearly 
always  at  the  beginning  of  April,  but  ocoasionaUy  a  month  earlier,  trifling  in 
amount,  but  singularly  constant,  and  showing  a  remarkably  close  oorreepond- 
enoe  between  the  notes  in  circulation  and  some  regularly  recurring  condition  of 
business. 
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eial  grounds  may  be  desirable  for  all.  Even  so  radical  a 
scheme  of  reform  as  the  '^Baltimore  Plan"  contents  itself 
with  the  existing  provisions  for  redemption. 

It  is  obyious  that  the  practical  difficulties  of  redemption 
have  multiplied  with  the  growth  of  our  system.  Methods 
easily  established  at  the  start  would  be  difficult  of  intro- 
duction into  a  mass  of  nearly  thirty-seven  hundred  national 
banks.  Still,  unless  we  are  prepared  to  surrender  the  idea 
of  true  elasticity,  the  means  must  finally  be  devised  for 
making  the  bank-note  as  well  as  the  check  present  itself 
systematically  and  promptly  for  payment ;  and  it  is  highly 
improbable  that  this  can  be  done  without  restricting  the 
right  of  national  banks  to  pay  out  other  notes  than  their 
own.  It  is  conceivable,  although  unlikely,  that  competi- 
tion might  set  in  among  the  banks  of  a  single  State,  and 
prompt  them  to  refuse  of  their  own  accord  to  circulate 
each  other's  notes,  although  a  result  like  this  —  easy  to 
understand  in  a  system  of  only  thirty-nine  banks,  like  the 
Canadian — would  be  hard  to  reach  in  States  which  count 
their  national  banks  by  hundreds.  But  outside  of  its  own 
State,  and  probably  within  it,  the  circulation  of  a  bank- 
note would  have  to  end  by  law  with  its  receipt  in  pay- 
ment or  on  deposit  by  a  national  bank,  and  its  return  for 
redemption  would  have  to  follow. 

Probably  the  mere  administrative  difficulties  in  the  way 
of  an  effective  system  of  real  general  redemption  would 
not  be  found  to  be  so  serious  as  they  might  appear  at  first 
blush.  For  the  most  part  the  reserve  cities,  formerly 
known  as  redemption  cities,  would  be  the  natural  centres 
of  redemption,  at  which  the  banks  would  clear  their  notes 
with  each  other  as  they  now  clear  their  checks  in  a  clear- 
ing-house ;  and  the  two  operations  would  be  likely  to  be 
carried  on  under  the  same  roof.  The  reserve  cities  would 
necessarily  exchange  with  each  other,  possibly  at  a  com- 
mon centre ;  and  thus,  the  country  being  districted,  pre- 
sumably with  reference  to  the  natui*al  course  of  commer- 
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cial  payments,  notes  paid  in  or  deposited  at  any  point 
would  find  their  way  back  to  the  issuing  bank,  through 
the  same  channels  in  which  the  streams  of  other  liabilities 
flow  back  upon  the  debtor  banks,  and  without  more  diffi- 
calty.  No  change  in  the  present  uniformity  of  design  of 
the  national  bank-notes  would  be  required.  Distinctive 
marks  to  determine  the  redemption  district  in  which  a 
note  belongs,  and  possibly  its  State  also,  could  be  as  easily 
stamped  upon  it  as  the  charter  number  of  the  bank  is  now, 
and  would  be  all  that  is  required  for  instant  recognition. 
Moreover,  the  labor  of  assorting  the  notes,  with  a  redemp- 
tion system  once  fairly  in  operation,  is  not  to  be  inferred 
fi'om  the  present  condition  of  the  bank  circulation.  We 
now  see  a  confused  mass  of  notes  on  which  no  regularly 
acting  agency  of  this  sort  has  been  at  work ;  but,  with  an 
established  compulsory  return  of  notes,  the  bank  circula- 
tion of  every  part  of  the  country  would  tend  to  be  that  of 
the  local  banks.  Notes  might  still  stray  widely,  for  uni- 
formity of  system  and  design  would  give  them  the  same 
ease  of  movement  among  individuals  as  at  present;  but 
the  proportion  thus  carried  to  a  distance  would  not  be 
great,  and  their  wanderings  would  not  be  of  long  duration. 
The  whole  circulation  would  probably  be  so  far  localized 
that  the  chief  labor  in  every  redemption  centre  would  be 
to  assort  the  notes  issued  in  its  own  district  and  cleared 
by  the  local  banks ;  and  this  would  simplify  and  lighten  a 
task  which,  however  formidable,  would  not  be  too  great  to 
be  .undertaken  in  view  of  the  object  to  be  secured. 

Returning  now  to  more  general  considerations,  the 
limitation  of  the  field  of  circulation  to  be  expected  from  a 
system  of  actual  redemption  deserves  a  little  further 
notice.  Existing  banks  of  relatively  large  circulation 
might  naturally  dislike  exclusion  from  the  wide  area  in 
which  their  issues  now  find  their  chance  of  long  life.  So 
far  as  their  gain  from  circulation  comes  from  the  supply 
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of  currency  for  use  in  remote  sections  or  those  ill  pro- 
Tided  with  banking  facilities,  they  could  not  be  expected 
to  welcome  a  proposition  to  confine  them  in  effect  to  their 
home  districts.  But,  besides  the  general  equity  of  an  ar- 
rangement which  would  call  upon  any  bank  to  find  its 
chief  field  for  note  issue  in  the  community  with  which  it 
has  its  closest  relations,  it  is  of  special  importance  for  the 
better  distribution  of  banking  in  the  United  States  that 
the  opportunity  as  well  as  the  legal  right  of  note  issue 
should  be  more  widely  extended.  The  sections  which 
now  find  the  national  system  insufficient  are  those  in 
which  the  sparseness  of  population  and  other  industrial 
conditions  invite  the  use  of  bank-notes  and  limit  the  use 
of  bank  credit  in  other  forms.  The  local  banks  require 
the  support  to  be  obtained  from  circulation,  and  it  is  desir- 
able as  well  as  equitable  that  they  should  be  able  to  rely 
upon  the  support  afforded  in  their  own  neighborhood,  A 
sense  that  the  home  field  belongs  first  to  the  home  banks 
has  shown  itself  in  the  demand  for  the  relief  of  State 
banks  by  the  repeal  of  the  10  per  cent,  tax ;  and  this  feel- 
ing is  too  well  grounded  to  be  disregarded  with  safety. 
Certainly,  if  the  national  system  is  to  be  extended  and 
popularized,  it  will  be  necessary  that  in  this  respect  the 
local  banks  should  be  made  as  far  as  possible  the  natural 
sources  of  supply  for  their  own  constituencies. 

Whether  the  sections  which  are  now  deficient  in  banks 
of  issue  would  find  their  currency  in  actual  use  greatly 
increased  under  the  changed  conditions  here  suggested 
may  be  doubted.  They  are,  as  a  rule,  in  debt, — ^rich  in 
possibilities,  but  poor  in  actual  accumulation.  National 
banking  with  general  redemption  might,  at  any  rate, 
supply  them  as  well  as  State  banking,  if  the  latter 
were  to  be  on  the  specie  basis ;  but  could  they  under 
any  system  find  their  currency  plentiful  if  it  were 
kept  at  its  specie  value  ?  It  is  hard  to  see  how  the  regu- 
lar course  of  payments,  which  now  takes  to  the  commercial 
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centres  such  coin,  legal  tender,  or  bank-notes  as  they 
acquire,  could  fail  to  restrict  their  note  circulation  by 
drawing  from  their  banks  their  cash  for  remittance.* 
This  hardship  is  the  natural  consequence  of  economic 
conditions  which  for  the  present  keep  their  demands  for 
certain  commodities  constantly  in  advance  of  their  means 
of  payment.  Nevertheless,  good  policy  and  fair  dealing 
alike  require  that  whatever  opportunity  may  in  fact  exist 
for  affordiqg  either  the  present  or  an  increased  supply  of 
currency  should  be  enjoyed  first  by  banks  upon  the  spot. 
If  the  lack  of  active  circulation  remains  as  at  present,  the 
nature  of  the  difficulty  will  at  least  be  clearer  than  it  is 
now,  and  will  be  obviously  free  from  the  present  appear- 
ance of  unjust  discrimination.  Moreover,  to  give  to  local 
banks  all  possible  encouragement  for  natural  develop- 
ment, by  enabling  them  to  use  as  far  as  safety  will  allow 
the  power  of  issue,  notoriously  needed  in  immature  com- 
munities more  than  in  the  mature,  is  the  readiest  way  to 
promote  the  growth  of  industry  and  wealth,  which  will 
finally  raise  the  people  to  the  condition  where  their  need 
of  goods  for  use  will  no  longer  keep  them  bare  of  cash. 

*At  a  hearing  before  the  House  Committee  on  Banking  and  Carrency, 
December  19,  1896,  Mr.  W.  L.  Boyall  of  Richmond,  Virgrima,  presented  his 
views:— 

"  Mr.  RoYAiiL.  I  say  that,  if  yon  put  ont  notes  in  a  backwoods  community 
that  are  good  at  par  in  New  York,  those  notes  wiU  leaye  the  backwoods  com- 
munity, and  go  to  New  York.  .  .  . 

"  Mr.  Johnson.  Must  not  those  notes  suffer  a  discount  when  the  holders 
of  them  want  to  go  outside  of  their  own  community  to  make  purchases  with 
that  money  in  their  pockets  ? 

"Mr.  RoYAiiL.  No,  sir:  those  notes  are  payable  in  coin  on  demand. 
They  go  to  the  bank,  and  say,  *  Give  me  gold  for  these  notes' ;  and  they  get 
gold." 

And  again,  favoring  the  issue  of  notes  by  State  banks, — 

*^  Mr.  RoYALL.  If  [a  bank]  issues  currency  at  aU,  it  is  for  the  con- 
venience of  the  people  who  live  around  it.  Yet,  if  a  country  bank  iasnes 
enrrenoy  backed  by  the  government,  that  currency  will  leave  it  and  the  people 
who  really  need  it,  and  go  to  a  commercial  centre,  where  there  is  no  legitimate 
need  for  it." 

Mr.  Royall's  cure  for  the  difficulty  appeared  to  be  an  issue  of  notes,  not 
too  good,  but  just  good  enough  to  be  used  at  home,—  a  difficult  medium  to 
strike. 
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At  present  the  condition  of  portions  of  the  South  and 
West  presents  a  kind  of  deadlock.  Their  people  are 
poor  in  all  but  natural  resources.  They  remain  poor  be- 
cause there  is  little  "  money  in  circulation,"  and  there  is 
little  "money  in  circulation"  because  they  are  poor. 
With  a  short  succession  of  bad  years  they  are  in  some- 
thing like  destitution.  With  a  bountiful  harvest  they 
gain  a  little  ground,  and  hope  rises.  To  encourage  the 
proper  use  of  credit,  and  of  credit  in  the  form  most  nat- 
ural to  their  condition,  although  a  slow  remedy,  appears 
to  be  not  only  a  hopeful  one,  but  also  the  only  one  now 
within  reach  of  the  national  goyemment. 

To  recapitulate  the  points  which  appear  to  be  of  chief 
importance  in  the  current  discussion :  — 

The  great  objects  to  be  secured  are :  to  enable  sections 
of  country,  now  excluded  from  the  advantages  of  the 
national  banking  system,  altogether  or  in  part,  to  make 
use  of  this  system  and  of  the  right  of  issue  under  it,  as 
their  needs  may  require ;  and  to  make  the  issues  of  the 
national  banks  elastic  as  well  as  safe. 

The  natural  means  for  securing  these  results  are:  to 
abandon  the  present  system  of  bond  deposit  as  security 
for  notes,  to  substitute  a  first  lien  in  favor  of  note-holders 
upon  all  assets  and  upon  the  stockholders'  liability,  and  to 
create  a  guarantee  fund  supported  by  levy  upon  all  banks 
in  proportion  to  their  circulation ;  to  strengthen  the  sys- 
tem, by  provision  for  closer  inspection  and  by  more  fre- 
quent publication  of  accounts;  to  authorize  and  encour- 
age the  introduction  of  the  branch  system,  at  the  same 
time  raising  the  line  of  minimum  capital,  say,  to  $200,000 ; 
and  to  organize  a  system  of  centrid  redemption,  enforced 
by  restriction  upon  the  right  of  banks  to  pay  out  the 
notes  of  other  banks. 

The  practical  and  political  difficulties,  at  present  hin- 
dering any  reform,  need  no  comment.    Factions  in  Con- 
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gress,  apathy  produced  by  a  new  period  of  prosperity, 
popular  financial  delusion,  and  differences  of  opinion 
among  the  friends  of  reform  may  raise  formidable  obsta- 
cles in  the  way  even  of  partial  measures,  and  still  more  in 
the  way  of  any  comprehensive  plan,  for  the  removal  of 
generally  acknowledged  evils.  But,  whatever  steps  it 
may  be  possible  to  take,  little  will  be  gained  if  they  do 
not  turn  plainly  towards  the  objects  above  stated,  and 
proceed  courageously  and  unequivocally  upon  the  general 
lines  which  the  present  writer,  following  many  others,  has 
reviewed  in  these  pages. 

Charles  F.  Dunbab. 
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CHARITY  AND    PROGRESS.* 

MOBE  than  two  thousand  years  ago  Plato  warned  his 
conntrymen,  in  strangely  modem  phrase,  against  the 
physical,  moral,  and  political  degradation  in  store  for  any 
nation  which  perpetuated  the  unfit  and  allowed  its  citi- 
zens to  breed  from  weak  and  enervated  stock.  So  eager 
was  he  to  shock  his  contemporaries  into  a  realization  of 
the  dangers  of  degeneration  and  the  necessity  of  artificial 
selection,  that  he  sketched  for  them  the  startling  outlines 
of  an  imaginary  Republic,  in  which  no  considerations  of 
property,  no  bonds  of  family  life,  no  sentiment  of  pity, 
was  allowed  to  stand  in  the  way  of  that  elimination  of 
weakness  and  that  perfection  of  the  race  which  he  con- 
ceived to  be  the  indispensable  basis  of  progressive  civili- 
zation. 

To-day  evolutionist  philosophers  are  dinning  the  same 
message  in  our  ears.  Behold,  they  say,  the  paradox  of 
progress!  Civilization  destroys  itself,  puts  the  knife  to 
its  own  throat,  perishes  by  its  own  hand,  or  rather  dies 
miserably  of  the  slow  poison  of  its  own  virtues.  For  the 
growth  of  civilization  is  but  a  name  for  the  growth  of 
sympathy.  The  fruits  of  sympathy  are  philanthropy, 
charity,  sanitation,  medical  science,  all  that  makes  against 
the  sufferings  of  our  race.  These,  again,  are  but  methods 
of  protecting  the  weak,  perpetuating  the  unfit,  reversing 
the  law  of  progress,  destroying  civilization  and  sympathy 
itself.  Like  Plato  of  old,  the  evolutionists  complain 
loudly  that  man  sees  clearly  enough  what  the  law  of 
progress  is  for  the  brute  creation,  but  chooses  to  regard 
himself  as  an  exception.  Like  him,  they  insist  that  there 
is  absolutely  no  ground  for  this  infatuation  and  mystery 

'An  addresB  deliyered  at  The  National  Gonf  erenoe  of  Unitarian  and  Other 
Ckrivtian  Chniohes,  Saratoga,  New  York,  September,  1897. 
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with  which  man  a£Pects  to  surround  the  evolution  of  his 
own  species.  The  same  law  applies  to  him  as  to  the 
beasts  that  perish, — the  simple,  inevitable,  universal  law 
of  selection  and  survival  which  biology  has  already  formu- 
lated for  other  animals.  Selection,  however,  implies  two 
things:  it  implies  something  selected,  and  no  less  surely 
something  rejected,  left  behind  to  perish  as  unfit.  Hence, 
as  a  recent  English  writer  reiterates,  in  a  reductio  ad 
absurdum  which  seems  to  render  refutation  superfluous, 
there  can  be  no  real  progress  for  a  society  which  is  not 
improvident  enough  to  multiply  more  rapidly  than  sub- 
sistence and  environment  will  warrant.  There  is  nothing 
but  decay  in  store  for  any  society  which  is  not  crowding 
unfit  members  to  the  wall,  which  has  not  its  **8ubmerged 
tenth"  sinking  inevitably  beneath  the  waves  of  poverty 
and  competition.  Improvidence,  weakness,  degradation, 
and  suffering  are  with  you  always,  because,  forsooth,  they 
are  the  signs  of  health,  the  growing-pains  of  progress. 

How,  then,  we  are  asked,  can  modern  society  escape 
speedy  degeneration?  Philanthropy  is  present  in  the 
world  on  a  new  and  gigantic  scale.  Every  day  civiliza- 
tion finds  it  harder  to  see  the  weak  pushed  to  the  wall. 
Philanthropy  deals  a  twofold  blow  at  progress.  It  not 
only  perpetuates  the  weak :  the  essence  of  it  is  self-sacri- 
fice of  the  strong  to  the  weak.  Thus  the  law  of  progress 
is  reversed.  Even  science  has  joined  the  forces  of  de- 
generation. The  deadly  microbes  of  fever  and  contagious 
disease,  which  have  been  such  efficient  allies  in  the  work 
of  rejecting  the  weak,  are  being  banished  from  the  earth. 
All  that  the  best  intellect,  the  most  patient  ingenuity, 
the  most  unselfish  devotion,  can  devise,  is  being  used  to 
preserve  the  weak,  and  enable  him  to  transmit  his  weak- 
ness to  future  generations.  Already  the  fatal  conse- 
quences are  but  too  plainly  visible  on  every  hand.  In- 
sane asylums,  homes  for  defectives,  prisons,  reformatories, 
hospitals,  shelters,    wood-yards,  soup  depots,  the   whole 
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directory  full  of  charitable  activities  of  every  sort,  testify 
that  the  process  of  degeneration  is  well  under  way.  As 
for  remedies,  the  pessimistic  aver  there  is  no  remedy,  and 
abandon  themselves  to  the  luxury  of  disordered  fancies 
and  delirious  exaggerations  of  impending  ills.  The  opti- 
mistic join  in  Plato's  plea  for  conscious  effort  to  improve 
the  race  by  breeding  from  the  best  stock,  and  by  educat- 
ing public  opinion  to  the  exercise  of  an  enlightened, 
scientific  sjnnpathy,  which  shall  refitdn  from  evil-doing. 
For  the  unfit  must  either  cease  to  be  produced  or  cease  to 
reproduce. 

While  this  first  group  of  philosophers  are  thus  wringing 
their  hands  over  the  pathetic  dilemma  of  progress,  and 
lamenting  that  the  sympathy  which  man  has  cherished  in  his 
bosom  has  warmed  into  a  viper  with  a  deadly  sting,  we  are 
suddenly  relieved  to  hear  another  confident  and  dogmatic 
voice  from  the  evolutionary  ranks,  bidding  them  be  of 
good  cheer,  for  they  are  quite  mistaken  in  their  diagnosis 
of  the  case.  Let  no  one  worry  over  an  illusory  dilemma, 
or  the  alleged  discomfiture  of  natural  selection  by  sympathy 
and  altruism.  Natural  selection  is  quite  able  to  take  care  of 
itself.  Neither  philanthropy  nor  any  other  creature  can 
interfere  with  the  cosmic  determinism  which  has  ordained 
the  law.  Far  from  being  an  enemy,  philanthropy  is  but 
the  handmaid  of  selection,  in  disguise.  Or,  to  be  exact, 
philanthropy  is  the  second  handmaid ;  for  religion  is  the 
first.  Those  have  been  deceived  who  thought  they  saw  in 
religion  and  her  philanthropic  offspring  a  palliation  of  the 
struggle  for  life,  a  tendency  to  mitigate  the  ruthless  rejec- 
tion of  the  weak,  a  humanizing  of  those  processes  of  natu- 
ral selection  and  survival  of  the  strong  which  are  popularly 
called  competition,  a  gospel  of  love  and  fraternity  which 
should  replace  the  gospel  of  strife.  Religion  is  merely  a 
part  of  the  machinery  of  rejection, —  a  useful  variation,  by 
virtue  of  which  a  religious  group,  or  civilization,  surpasses 
a  non-religious  or  less  religious  group,  or  civilization.     Be- 
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cause  it  mitigates  the  relentless  struggle  for  life,  do  jou 
ask  ?  Quite  the  contrary.  Because  it  makes  possible  a 
higher  intensity  of  that  struggle ;  because  it  enables  the 
more  religious  society  to  bear  the  pains  of  rejection  and 
extermination  with  greater  fortitude ;  because  it  consoles 
the  rejected  of  this  world  with  the  hope  of  happiness  in 
the  next ;  because  it  comforts  the  wounded  and  the  dying 
with  the  anaesthetic  of  a  future  life,  in  which  those  who 
have  lost  father,  mother,  husband,  children,  lands,  or 
wages,  shall  have  them  restored  a  hundred-fold ;  because  it 
thus  enables  society  to  breed  from  the  strongest,  hardiest 
of  its  stock.  Religion  make  the  march  of  progress  and 
the  struggle  for  life  less  severe  ?  Religion  an  enemy  to 
natural  selection  ?  Nay,  rather,  it  is  religion  which  makes 
the  forced  march  of  modem  progress  possible.  But  for 
religious  anaesthetics  the  rank  and  file  of  those  who  toil 
and  suffer  would  be  driven  in  desperation  to  join  a  social- 
istic mutiny,  the  march  would  be  stopped,  and  some 
other  more  religious  civilization  would  go  to  the  front. 

In  like  manner  we  are  asked  to  believe  that  the 
second  handmaid,  philanthropy,  only  continues  the  good 
work  by  increasing  the  range  and  intensity  of  the  struggle. 
The  real  significance  of  modem  philanthropy  is  the  grad- 
ual substitution  of  equality  of  opportunity  for  old  inequali- 
ties based  upon  class  distinctions,  birth,  and  wealth. 
Philanthropy  is  the  voluntary  abdication  of  privilege,  the 
willing  self-sacrifice  of  those  who  have  hitherto  been 
doubly  protected  from  the  rigors  of  competitive  rejection, — 
by  the  barriers  of  privilege,  on  the  one  hand,  and  by  the 
disabilities  of  the  masses,  on  the  other.  Instead  of  angels 
of  deliverance  and  mercy,  religion  and  philanthropy  are 
but  furies  in  disguise,  drugging  the  senses  with  ultra- 
rational  sanctions  for  an  irrational  struggle,  and  distribut- 
ing among  the  poor  the  shining  weapons  of  a  more  equal 
opportunity,  in  order  that  the  fight  may  be  fiercer  and  more 
universal,  and  the  weaker,  both  of  themselves  and  of  their 
benefactors,  sooner  slain. 
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Therefore,  instead  of  liberty,  equality,  and  fraternity, 
write  on  the  banners  of  progress  this  glorious  motto, 
liberty,  equality,  and  natural  selection.  Grieve  not  at 
this  slight  biologic  emendation.  Man  would  be  less  a 
part  of  the  cosmic  mystery  and  dispensation  if  it  could  be 
otherwise.  For  man  as  an  individual,  nature  can  care 
nothing.  Like  all  other  individuals,  he  must  be  merci- 
lessly sacrificed  to  the  interest  of  the  abstraction  called 
the  species.  The  species  and  the  social  organism  which 
develops  it  must  be  preserved  at  any  cost,  and  the  only 
law  of  development  which  nature  recognizes  is  natural 
selection.  In  a  word,  progress  is  natural  selection  and 
rejection ;  religion  is  the  handmaid  of  natural  selection ; 
philanthropy  is  the  handmaid  of  religion.  Enow,  there- 
fore, ministers  of  philanthropy  and  religion,  that  you  are 
co-workers  together  with  Nature,  with  a  big  N,  in  the  grew- 
some  task  of  eliminating  the  unfit.  The  future  offers  you 
great  possibilities  of  usefulness, —  an  ever-fiercer  struggle 
for  life,  an  ever-increasing  religious  and  philanthropic 
organization,  an  ever-larger  hospital  corps,  an  ever-grow- 
iug  red  cross  division  in  the  army  of  progress. 

And  so  the  fight  goes  merrily  on,  and  some  ministers  of 
the  gospel  of  peace  and  humanity  of  late  have  taken  cour- 
age, because,  forsooth,  some  sage  assures  them  that  no 
nation  has  prospered  or  can  prosper  without  this  religion, 
that  there  is  no  danger  that  with  the  progress  of  civiliza- 
tion religion  will  decay ;  for  religion  is  the  ultra-rational 
sanction  for  a  process  of  rejection  which  is  as  essential  to 
progress  as  it  is  unjustifiable  to  the  individual  on  any 
rational  grounds.  And  they  have  even  recommended  this 
teaching  as  a  cure  for  the  scepticism  of  those  of  faltering 
faith  among  their  flocks. 

Such,  then,  are  two  of  the  conflicting  accounts  which 
men  who  speak  as  having  the  authority  of  science  give  of 
the  function  of  philanthropy  in  progress.  To  one  party 
it  is  the  symptom  of  decay,  the  evidence  that  the  dilemma 
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of  progress  has  been  readied,  that  the  cycle  of  civilization 
is  completing  itself.  Charity  means  survival  of  the  unfit, 
sacrifice  of  the  strong  to  the  weak,  the  gradual  deteriora- 
tion of  society.  First,  "  from  hour  to  hour  we  ripe  and 
ripe  *' ;  and  philanthropy  is  the  over-ripe  fruit  of  a  decaying 
civilization.  To  the  other  party  the  growth  of  philanthropy 
but  indicates  the  more  rapid  march  of  progress,  the  in- 
tenser  struggle  for  life,  the  greater  need  of  hospitals  and 
nurses  and  chaplains  to  care  for  the  wounded  and  the  dying. 
The  former  makes  religion  and  philanthropy  the  enemy  of 
progress:  the  latter  reconciles  them  by  making  progress 
not  worth  having. 

Which  is  right?  Neither.  Yet  truth  lies  between  two 
falsehoods.  The  golden  mean  shades  into  the  dark 
extremes.  In  a  sense,  therefore,  we  may  truly  say  that 
both  these  pictures  are  true  to  philanthropy  as  it  is,  that 
neither  of  them  is  true  of  philanthropy  as  it  ought  to  be. 
Sometimes  we  may  rejoice  that  doctors  disagree,  especially 
if  the  diagnoses  are  very  bad.  It  leaves  us  free  to  use  our 
more  optimistic  common  sense. 

What,  then,  are  some  of  the  practical  aspects  of  philan- 
thropy which  lend  the  color  of  truth  to  these  diametrically 
opposing  views?  In  the  words  of  the  subject  you  have 
formulated  for  me,  what  are  some  of  the  false  methods 
which  are  hindrances  to  social  betterment? 

First,  let  us  consider  two  cons[>icuous  hindrances  to 
progress  with  which  the  practical  v.orker  has  constantly 
to  deal,  —  lack  of  organization  and  excess  of  organization. 
Lack  of  organization  means  inefficiency,  absence  of  co-op- 
eration, waste  of  individual  effort.  It  leads  to  the  survival 
of  the  unfit,  the  impostor,  the  hypocrite,  the  parasite,  the 
helpless,  the  lazy,  the  pauper,  the  mean  man.  Excess  of 
organization  means  rigidity,  uniformity,  routine,  mechani- 
cal perfection,  degenerating  finally  to  automatic  machine 
methods,  which  tend  to  produce  the  very  evils  they  were 
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designed  to  cure.  There  is  nothing  strange  or  novel  in 
this  paradox.  In  politics  we  have  already  learned  by 
bitter  experience  the  difference  between  the  legitimate 
organization  and  the  so-called  "  machine."  There  is  pro- 
found wisdom  in  the  popular  distinction  between  the  two. 
Organization  is  the  instrument  of  reform,  the  method 
of  intelligent  co-operation  for  public  good.  The  "ma- 
chine" is  the  weapon  of  corruption,  the  enemy  of 
reform,  the  means  of  subverting  the  public  welfare  to 
unintelligent  or  selfish  ends.  Organization  must  often  be 
perfected,  strengthened,  elaborated,  to  the  end  that  the 
"machine"  may  be  wrested  from  the  enemy's  hands, 
remodelled,  and  turned  to  useful  work,  or  smashed.  A 
large  part  of  the  cost  and  waste  of  progress  is  to  be  found 
in  this  struggle  of  the  new  organization  with  the  old 
machine,  in  the  reformation  of  existing  agencies,  in  the 
destruction  of  what  cannot  be  redeemed.  This  is  the 
meaning  of  the  word  "  reform."  But,  strange  to  say,  just 
when  the  victory  is  won,  the  organization  which  has 
served  its  end  so  well,  tends  itself  to  become  a  machine ; 
and  the  work  of  reform  begins  anew. 

I  cannot  and  need  not  pause  here  to  pay  tribute  to  the 
splendid  work  of  Associated  Charities,  or  other  voluntary 
forms  of  charity  organization  in  our  own  and  other  coun- 
tries, or  to  urge  the  social  suicide  of  failure  to  push  for- 
ward in  such  work.  I  venture  only  in  the  brief  time  al- 
lotted me  to  assume  the  thankless  rdle  of  critic,  and  sug- 
gest the  dangers  of  excess.  If  I  read  the  facts  aright,  the 
comparative  student  of  philanthropic  work  and  workers 
cannot  fail  to  be  impressed  and  depressed  by  the  predomi- 
nant importance  which  American  charity  organizera  seem 
to  attach  to  the  elaboration  of  the  great,  automatic,  im- 
posture-detecting, charity-dispensing  machinery.  Charity 
organization  cannot  safely  attempt  to  make  charity  a 
machine  industry.  It  is  the  testimony  of  some  of  those 
who  have  had  longest  and  most  varied  experience  that 
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elaborate  book-keeping,  checks  and  countei^checks,  become 
of  less  importance  'as  the  charity  work  becomes  really 
earnest,  efficient,  personal.  ^^  If  you  really  mean  to  take 
hold  of  a  person  and  save  him,"  said  a  well-known  author- 
ity to  me  recently,  "it  isn't  so  much  matter  about  the 
records  of  what  he  has  or  has  not  done  in  the  past.  I 
confess  I  often  fail  to  look  up  my  index  till  after  I  have 
embarked  on  the  case.  It  is  the  hard,  earnest,  individual 
labor  that  counts;  and,  if  that  is  really  undertaken  at 
all,  the  visitor  in  charge  of  the  case  is  bound  to  get  at  the 
bottom  facts  better  than  any  one  else  can."  Not  to  keep 
books,  to  collect  and  dispense  money,  and  to  detect  fraud, 
but  to  inspire  citizens  to  become  ^^ visitors"  and  under- 
take this  "  hard,  earnest,  individual  labor,"  is  the  function 
of  organized  charity.  Not  to  replace,  but  to  increase,  in- 
dividual effort  is  the  aim. 

An  illustration  of  the  allurements,  the  benefits,  the 
possible  dangers,  of  machine  organization  is,  to  be  found  in 
the  "pool  system,"  —  the  system  by  which  all  the  recog- 
nized charities  of  a  locality  issue  a  joint  appeal  to  all  the 
subscribers,  and  then  divide  the  proceeds  on  a  prear- 
ranged scale.  This  is  simplicity  itself  for  the  giver.  One 
entry  in  his  account  book  suffices  for  all,  —  Charity,  1897, 
fifty  dollars.  It  is  the  "penny  in  the  slot"  machine 
applied.  The  poor  you  still  have  with  you  always,  but 
the  collector  only  once  a  year.  What  a  relief !  You  need 
be  charitable  but  once  a  year.  By  this  annual  or  periodic 
benevolence  you  contribute  to  a  pool  of  Bethesda  whose 
healing  waters  shall  be  troubled  to  order  whenever  an 
unfortunate  approaches  the  bank ;  to  a  reservoir  of  mercy 
whence  benevolence  shall  be  piped  to  every  quarter  of  the 
city ;  to  be  on  tap  at  high  pressure  in  every  institution, 
and  ready  to  fiow  at  the  touch  of  the  official  hand.  The 
perfection  of  organization,  it  works  like  a  fire  depart- 
ment or  an  ambulance  corps.  Now  some  such  machinery 
as  this  is  the  ideal  of  certain  enthusiasts.    True,  these  are 
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only  tendencies,  not  necessary  evils.  In  the  hands  of 
earnest,  vigilant,  and  devoted  men  and  women,  such  labor- 
saving  machinery  might  do  admirable  work.  But  beware 
of  anything  which  seems  to  teach  people  that  charity  con- 
sists in  distributing  money,  or  distributing  anything  short 
of  themselves. 

There  is  a  second  set  of  mechanical  dangers,  even  more 
insidious  and  alluring,  and  almost  universal  in  charitable 
organization  the  world  over,  —  the  dangers  of  having  as 
figure-heads  and  directors  of  charitable  and  philanthropic 
enterprises  people  who  do  not  really  direct.  There  is  a 
certain  kind  of  begging  letter  with  which  the  world  of 
notables  is  very  familiar,  —  a  letter  asking  a  certain  person 
of  influence  to  become  titular  head  of  a  certain  society, 
and  at  the  same  time  carefully  explaining  that  the  official 
duties  will  be  absolutely  nil  or  nominal.  A  man  ought  to 
feel  insulted  by  such  a  request.  Public  opinion  must  be 
educated  till  those  who  accept  office  in  charitable  or  phil- 
anthropic work  accept  the  responsibilities  of  office  with 
the  same  standards  of  faithfulness  that  apply  to  commer- 
cial positions  of  trust  and  responsibility.  If  charity  is  to 
enjoy  self-respect  and  the  respect  of  the  community,  it 
must  at  least  be  business-like ;  but,  unfortunately,  it  must 
be  confessed  that  the  standard  of  directoral  responsibility 
and  intelligence  in  business  affairs  is  very  low.  ^^  How  is 
it,"  said  one  of  our  great  railway  magnates  to  his  confi- 
dential adviser,  *^  that  the  president  of  yonder  rival  road 
always  finds  out  our  plans  ?  How  can  we  stop  that  leak  ?  " 
**  By  making  him  one  of  your  directors,'*  was  the  cynical 
reply.  None  the  less,  the  public  must  get  over  wanting 
to  have  big  names  conspicuous  in  places  where  the  owners 
of  the  names  are  conspicuous  by  their  absence.  The  in- 
fluential citizen  must  be  educated  to  forego  the  gratifica- 
tion of  the  sense  of  importance  which  figure-heading 
brings.  The  director  of  everything  is  probably  the  direc- 
tor of  nothing.    He  is  only  an  advertisement  of  the  ma- 
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chine,  and  a  misleading  advertisement  at  that.  He  draws 
subscriptions ;  and,  when  the  day  of  reckoning  comes,  his 
reputation  is  often  used  to  whitewash  things  that  will  not 
wash  in  any  other  way. 

It  is,  therefore,  a  matter  of  congratulation  that  the 
wisest  organizers  have  recognized  these  evils,  and  are  turn- 
ing their  attention  more  and  more  towards  preventive  edu- 
cational work :  education  and  training  of  workers ;  educa- 
tion of  the  general  giving  public ;  education  of  congenital 
philanthropists  with  perennial  crops  of  new  schemes  to  be 
supported ;  education,  if  possible,  of  law-makers  and  of- 
ficials. To  this  end,  literature,  lecture  courses,  and  other 
means  of  enlightenment  and  training  must  play  a  con- 
stantly increasing  part  in  the  organized  philanthropy  of 
the  future.  On  the  other  hand,  one  of  the  most  difficult 
and  most  important  educational  functions  which  an  asso- 
ciation can  assume  is  that  of  habitual  expert  inquiry  and 
investigation  in  regard  to  existing  or  proposed  philan- 
thropic agencies.  As  the  programme  of  a  voluntary  un- 
official organization,  this  work  of  inquiry  and  censorship 
is  always  beset  with  grave  difficulties  at  the  start.  Such 
inquiries  at  first  meet  with  persistent  snubs  from  institu- 
tions and  officials.  Snubbing,  however,  has  the  good  effect 
of  making  the  inquirer  careful,  accurate,  and  correspond- 
ingly influential  in  the  long  run.  Experience  shows 
clearly  that  the  opinion  of  such  a  body  of  candid  experts 
gains  greater  and  greater  weight  with  the  contributors 
upon  whom  the  various  organizations  depend.  An  altru- 
istic system  of  blackmail  in  the  interests  of  virtue  has 
something  to  commend  it. 

Such  frank  and  fearless  watchfulness  and  helpfulness  is 
one  of  the  great  needs  of  every  well-endowed  community, 
and  a  need  which  increases  with  time.  There  is  scarcely 
a  community  of  any  age  and  size  in  which  there  are  not  in- 
stitutions which  have  outlived  their  usefulness,  failed  to 
do  their  duty,  misappropriated  their  collections,  turned 
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into  machines,  actually  done  harm,  and  to  just  that  ex- 
tent justified  the  evolutionary  strictures  which,  I  said,  were 
partly  true.  Frank,  fearless,  constructive,  and  destruc- 
tive criticism  of  official  and  unofficial  charity  by  a  body  of 
men  and  women  whose  power  is  the  power  of  intelligence, 
disinterestedness,  accuracy,  mutual  confidence  and  sup- 
port,— this  alone  can  prevent  institutions  from  outliving 
their  usefulness,  organizations  from  becoming  machines, 
endowments  and  revenues  from  producing  the  unfit. 
This  alone  can  prevent  the  sympathetic  public  from  put- 
ting its  faith  and  its  money  in  wasteful  and  worthless 
enterprises  which  demoralize  those  who  give  and  those 
who  receive.  It  is  this  alone  which  could  tell  the  be- 
wildered subscriber  whether  he  might  safely  contribute  to 
such  or  such  a  philanthropic  pool. 

Think  not  that  I  exaggerate  the  necessity  for  such 
critical  education.  That  were  not  an  easy  thing  to  do  in 
these  credulous  days.  The  age  of  miracles  is  past,  we  are 
told;  but  not  the  age  of  believing  in  them.  In  plain 
English  the  public  still  likes  to  be  philanthropically  hum- 
bugged and  gulled,  still  sets  a  premium  on  charlatanism. 
Who  does  not  know  that,  if  you  come  to  the  people  with  a 
scheme  which  may,  under  favorable  circumstances,  promise 
success  of  some  moderate  sort,  they  will  have  nothing  to 
do  with  such  a  half-hearted  afiEair?  Hearts,  minds,  and 
purses  shut  with  an  audible  snap.  If,  on  the  other  hand, 
you  come  forward  with  some  impossible  scheme  of  uni- 
versal regeneration,  there  is  no  end  to  the  money  and  en- 
thusiasm your  plans  may  evoke.  This  is  why,  to  the  shame 
of  many  an  intelligent  community,  scientific  charity  often 
receives  such  meagre  and  grudging  support.  This  is  the 
explanation  of  the  extraordinary  support  to  be  obtained 
for  sensational  and  extravagant  enterprises  in  our  day.  It 
is  just  because  of  the  audacity  of  their  plans  and  preten- 
sions. When  you  have  the  statistics  of  salvation  and  re- 
generation all  before  you ;  when  you  can  be  assured  posi- 


Digitized  by 


Googk 


38  QUARTBBLY  JOURNAL  OF  ECONOMICS 

lively  that  five-and-twenty  dollars  is  the  average  cost  of 
saving  a  lost  soul,  of  regenerating  a  fellow-being,  of  rescu- 
ing a  brand  from  the  eternal  burning, —  how  can  you  re- 
fuse to  redeem  souls  at  such  fabulously  low  figures  ?  Such 
an  arrangement  has  all  the  attraction  of  a  bargain  counter; 
and  the  modest  pretensions  of  hard-working  reformera, 
who  do  not  deal  in  the  market  quotations  of  human  souls, 
who  promise  no  miraculously  cheap  bargains  slightly 
damaged  by  fire,  obviously  do  not  attract  the  bargain- 
hunting  world.  Even  those  blind  givers  who  delight  in 
the  titular  patronage  of  good  works  of  which  they  know 
next  to  nothing,  who  ai*e  in  no  danger  of  the  sin  of  letting 
the  right  hand  know  what  the  left  is  doing,  for  the 
simple  reason  that  they  could  not  tell  if  they  tried, —  even 
these  kindly  and  ostentatious  souls  sometimes  object  to 
being  rescued  from  the  clutches  of  visionaries  and  im- 
postors by  the  detective  work  of  charity  experts.  They 
find  such  frank  undeceiving  a  sad  contrast  to  the  adulation 
of  reckless  or  visionary  or  fraudulent  promoters  of  seduc- 
tive schemes  for  the  alleged  regeneration  of  mankind  in 
general.  Surely,  the  economics  of  moral  redemption  call 
for  drastic  educational  propaganda,  which  shall  teach 
people  to  encourage  sound  enterprise,  and  not  to  court 
failure  and  encourage  charlatanism  by  expecting  or  de- 
manding the  impossible.  Miracles,  like  cheap  bargains, 
will  be  in  the  market  as  long  as  there  is  an  active,  paying 
demand  for  them.  A  philanthropic  consumers'  league, 
with  a  white  list  of  deserving  enterprises,  would  be  good 
for  those  who  give  and  those  who  receive. 

There  is  a  vast  difference  between  the  machinery  of  or- 
ganization and  the  organization  of  a  machine.  It  is  to  be 
admitted,  also,  that,  whatever  we  may  think  of  machines 
in  general,  most  of  us  have  pathetic  confidence  in  the 
efficacy  of  some  new  and  untried  invention.  I  had  a 
friend  who  was  one  of  the  most  loving  and  lovable  of 
men.     His   hand  was   always    open   to   the    needy,  his 
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heart  was  a  healing  spring  of  sympathy,  his  ear  was 
keenly  sensitive  to  tales  of  woe.  But  when  the  too  fre- 
quent impostor  had  been  detected,  when  he  knew  that 
hiB  soul  had  been  harrowed  by  a  lie,  that  the  bread  of  the 
suffering  had  been  stolen  and  pawned  by  a  cheat,  his 
wrath  waxed  hot.  On  one  of  these  occasions  he  recom- 
mended to  me  a  mechanical  device  for  the  detection  of 
virtue,  and  charged  me  as  a  sociologist  to  propagate  its 
use.  It  was  called  Ute  Totichstone  of  Virtue^  or  the  CoTnr 
hined  Work  Test  and  Hydropathic  Cure.  It  was  sim- 
plicity itself.  It  consisted  of  a  deep  covered  vat,  or  tank, 
with  appliances  for  turning  on  a  definite  supply  of  water. 
Id  the  middle  of  the  vat  stood,  a  hand  pump,  capable, 
when  diligently  exercised,  of  expelling  the  water  as  fast 
as  it  flowed  in.  On  the  wall  was  an  illuminated  Scripture 
motto, —  "-He  that  will  not  work^  neither  shall  he  eat.** 
The  applicant  for  charity  was  first  medically  examined, 
to  see  if  he  were  strong  enough  to  work.  He  was  then 
lowered  into  the  vat,  the  cover  was  adjusted,  the  water 
turned  on,  and  the  patient  left  to  pump  out  his  own  sal- 
vation. Two  hours  later  the  cover  was  removed;  and 
the  cook  or  the  coroner  notified,  as  the  case  might 
require. 

Charity  has  not  yet  got  beyond  the  need  of  some  such 
tank  or  vat.  It  is  an  indispensable  adjunct  to  the  philan- 
thropic pool  of  Bethesda,  abeady  described.  In  all  ear- 
nestness I  advocate  its  use.  Hear,  therefore,  the  interpre- 
tation of  the  parable. 

The  tank  is  a  workhouse,  run  on  a  reformatory  plan, 
with  an  indeterminate  sentence  and  every  known  device 
for  detecting  germs  of  virtue  and  stimulating  its  growth, — 
to  the  end  that  the  prisoner  may  be  reformed  and  become 
fit  to  re-enter  society  and  set  free  from  the  bonds  of  his 
own  vices.  The  pump  is  the  gospel  of  work,  of  oppor- 
tunity, self-help,  and  temperance.  There  are  two  exits 
from  these  tanks.    The  one  is  called  improvement,  and 
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stands  forever  open.  The  other  is  death.  The  medical 
examination  is  the  separation  of  the  weak  and  incapable, 
that  the  utmost  may  be  done  for  them  in  hospitals,  homes 
for  incurables,  asylums,  or  retreats  for  feeble-minded. 
Within  the  walls  of  these  tanks  is  no  marrying  or  giving 
in  marriage,  or  breeding  of  the  unfit.  They  are  the  phil- 
anthropic monasteries  and  nunneries  of  the  twentieth 
century, —  that  our  maxim  may  be  fulfilled,  and  the  unfit 
either  cease  to  be  produced  or  cease  to  reproduce.  And 
the  life  of  the  celibates  within  shall  be  better  than  their 
old  life  of  liberty,  which  is  thraldom  to  sin ;  for  they  are 
delivered  from  the  mastery  of  their  lower  selves,  their 
steps  are  turned  towards  the  open  door  of  improvement 
and  the  road  of  restoration.  Within  is  no  drunkenness, 
no  licentious  debauch,  no  trampling  on  the  sacred  right 
of  the  next  generation  to  be  well  bom.  Before  the  gates 
of  this  reformatory,  along  the  upward  and  the  downward 
path,  are  the  organizations  of  scientific  charity,  giving 
comfort,  help,  encouragement,  and  temporary  refuge  to 
the  discouraged  men  and  women  who  are  on  the  down- 
ward road  of  degeneration  to  the  tank  or  toiling  on  the 
upward  way  of  restoration. 

Thus  shall  the  hereditary  burden  of  pauperism,  disease, 
and  crime  grow  less,  and  not  greater,  from  generation  to 
generation.  The  tramp  shall  cease  to  be  a  burden,  the 
unemployed  shall  be  fewer  in  the  land,  and  charity  shall 
injure  no  one  whom  it  tries  to  help.  But  the  struggle  for 
the  higher  and  yet  higher  life  will  still  go  on.  The  rela- 
tively weaker  and  unfit  will  still  need  the  self-sacrifice  of 
the  wisest  and  the  gentlest  helpfulness.  The  hospital,  the 
reformatory,  the  machine,  may  not  utterly  cease  from  the 
land ;  for  to  human  progress  we  happily  can  see  no  end, 
and  there  is  no  forwards  without  a  backwards,  no  higher 
without  a  lower,  no  up  without  a  down. 

Thus  is  the  real  paradox  solved,  the  sacrifice  of  the 
strong  to  the  weak  reconciled  with   progress,  because 


Digitized  by 


Googk 


CHARITY  AND   PB0GBE88  41 

intelligent  self-sacrifice  of  the  strong  to  the  weak  makes 
the  strong  stronger  and  the  weak  more  strong.  To  him 
that  hath  the  capacity  to  receive  shall  be  given  the  price- 
less boon  of  opportunity,  and  from  him  that  hath  not  shall 
be  taken  away  the  power  of  degrading  himself  and  society. 
The  philanthropy  of  the  future  will  be  wise  as  the  sei> 
pent  and  gentle  as  the  dove.  With  these  two  emblems 
conspicuous  upon  its  banners,  the  motto  liberty,  equality, 
fraternity,  may  safely  float  above  the  lower  alternative 
standard  of  liberty,  equality,  and  natural  selection.  Here 
lies  the  golden  mean  we  sought.  The  riddle  of  philan- 
thropy and  progress  is  answered,  the  hydra-headed  sphinx 
of  evolution  satisfied. 

EdWABD  CUMMII^GS. 
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Thbeb  or  four  years  ago  nothing  seemed  more  improb- 
able than  the  enactment  of  a  measure  affirming  once  more 
the  principle  of  all-embracing  protection,  and  putting  it 
in  effect  with  a  vigorous  hand.  After  the  passage  of  the 
tariff  act  of  1890  —  itself  the  outcome  of  a  contest  not 
settled  by  any  decisive  victory  —  the  protectionist  policy 
met  with  great  and  unquestionable  reverses  at  the  polls. 
The  Congressional  elections  of  1890  brought  a  crushing 
defeat  for  the  Republicans:  the  presidential  election  of 
1892  resulted  in  another  defeat  even  more  decisive.  By 
1892  the  issue,  after  two  more  years  of  debate,  was  clear ; 
and  the  verdict  seemed  to  be  deliberate.  The  trial  of 
high  protection  had  not  taken  place  under  unfavorable 
conditions.  There  had  been  no  industrial  depression,  no 
overt  indications  of  impending  ill-fortune.  If  under  these 
fortunate  conditions  the  Republican  party  was  beaten  by 
an  overwhelming  vote  in  the  electoral  college,  the  con- 
clusion seemed  to  be  warranted  that  the  community  had 
wearied  of  the  demand  for  more  and  still  more  protection, 
and  desired  a  return  to  a  moderate  customs  policy. 

Nor  was  there  anything  in  the  tariff  legislation  of  1894 
which  invited  a  reaction.  The  act  of  that  year  did  no 
more  than  prune  the  protective  duties.  One  single  in- 
cisive change  of  wide  effect  was  made, —  the  free  admis- 
sion of  wool,  and,  as  a  necessary  consequence,  the  remodel- 
ling of  the  duties  on  woollen  goods.  With  this  exception, 
the  bill,  even  as  first  introduced  in  the  House  of  Repre- 
sentatives, was  by  no  means  a  radical  measure ;  while,  as 
finally  passed  after  amendment  by  the  Senate,  it  was 
regarded  by  the  advocates  of  lower  duties  as  an  anxiously 
conservative  one.  That  it  failed  to  satisfy  its  chief  pro- 
moters was  made  clear  by  the  action  of  President  Cleve- 
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land  in  permitting  it  to  become  law  without  his  signature. 
Once  it  waa  enacted,  the  community  heaved  a  sigh  of 
relief,  and  dared  to  hope  that  from  this  quarter  there 
would  be  for  a  space  no  further  threat  of  uncertainty  and 
disturbance. 

If  this  reasonable  expectation  has  now  been  disap- 
pointed, the  explanation  is  to  be  found,  not  in  any  demon- 
strable change  in  public  feeling,  but  in  the  kaleidoscopic 
overturn  in  the  general  political  situation.  Presto^ 
change  :  the  tariff  is  shoved  aside  as  the  party  issue,  and 
the  currency  takes  its  place.  The  stormy  session  of  1893, 
in  which  the  silver  purchase  act  of  1890  had  been  repealed, 
foreshadowed  the  coming  overturn :  the  commercial  crisis 
of  1893,  and  the  years  of  depression  which  followed,  com- 
pleted it  with  surprising  quickness.  Ever  since  the  de- 
moralizing days  of  the  excessive  paper  issues  of  the  civil 
war,  periods  of  depression  have  favored  the  growth  of  the 
party  of  cheap  money.  The  free  silver  party,  now  the 
party  of  cheap  money,  found  its  hold  strengthening  in 
the  South  and  West,  and  finally  captured  the  Democratic 
organization.  In  the  South,  always  the  main  seat  of  the 
political  strength  of  the  Democrats,  the  tariff  question 
had  for  some  time  been  holding  its  dominant  place  largely 
as  a  matter  of  tradition.  The  opposition  to  protection 
had  been  inherited  from  the  political  tenets  of  ante-helium 
days,  and  the  tariff  issue  was  easily  displaced  by  the  new 
and  burning  question.  The  majority  of  the  Democrats  of 
the  new  generation  were  won  to  the  free  silver  side ;  the 
old  leaders  were  contemptuously  discarded ;  the  political 
centre  of  gravity  suddenly  shifted.  The  Democrats  being 
pledged  defiantly  to  one  side,  the  Republicans  had  no 
choice  but  to  take  the  other.  Thus  the  election  of  1896 
turned  directly  on  the  question  of  the  free  coinage  of 
silver.  The  popular  verdict  was  clear  on  that  question, 
and  on  that  only. 

It  was  not  to  be  expected,  however,  that  the  Republican 
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party  would  desert  its  old  faith,  or  suddenly  turn  with 
whole  and  single  heart  to  the  new  issue  forced  upon  it. 
For  years  —  almost  for  generations  —  the  Republicans  had 
been  fencing  and  compromising  on  the  various  phases 
which  the  currency  question  from  time  to  time  assumed. 
Moreover,  the  depression  which  set  in  after  the  crisis  of 
1898  made  an  opportunity  for  the  apostles  of  high  protec- 
tion as  well  as  for  those  of  free  silver.  Both  parties  in 
the  newspaper  tariff  controversy  had  predicted  a  geneml 
rush  of  prosperity,  the  one  from  high  duties,  the  other 
from  low  duties.  As  the  years  succeeding  1893  grew 
blacker  and  blacker,  the  stanch  protectionists  had  the 
opportunity  to  cry,  "  We  told  you  so :  let  us  return  to  the 
policy  of  prosperity."  In  the  early  part  of  1896,  before 
the  silver  issue  had  forced  itself  to  the  front,  the  Re- 
publicans had  resolved  to  stake  the  issue  once  more 
on  protection;  and  it  had  accordingly  been  settled  that 
Mr.  McKinley  was  to  be  the  party  candidate  for  the 
Presidency.  What  might  have  been  the  outcome  of  a 
campaign  in  which  the  tariff  was  the  single  issue  cannot 
be  said,  though  the  general  conditions  at  the  moment 
certainly  were  favorable  to  the  party  not  in  power.  Fate 
willed  it  that  the  campaign  perforce  centred  on  silver. 
But,  after  all,  the  Republicans  were  here  on  the  defen- 
sive. As  to  the  currency,  they  undertook  only  to  main- 
tain the  status  quo ;  while  on  the  tariff,  though  it  might 
be  in  the  background  during  the  campaign,  they  were 
on  the  offensive,  and  engaged  to  legislate  afresh  at  the 
first  opportunity. 

This  difference  in  disposition  as  to  the  two  problems 
became  more  pronounced  when  the  smoke  of  battle  cleared 
away,  and  the  next  move  was  in  order.  While  the  popu- 
lar and  electoral  votes  had  been  clearly  for  the  Republi- 
cans, the  complexion  of  the  national  legislature  was  not 
so  altered  as  to  give  them  a  free  hand  on  either  tariff  or 
currency.    In  the  Senate  they  had  no  controlling  majority 
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without  the  aid  of  silver  votes.  On  the  currency  question 
the  party,  as  such,  could  do  nothing, —  certainly  nothing 
without  dissension  and  recrimination.  But  on  the  tariff 
question  something  could  be  done  at  once.  The  occasion 
for  action  was  the  more  urgent  because  of  the  condition 
of  the  finances.  With  a  deficit  in  the  Treasury  operations 
for  several  successive  years,  and  with  no  fair  prospect  for 
financial  recuperation,  the  need  for  some  fresh  revenue 
legislation  was  imperative.  Hence  President  MoKinley, 
in  calling  the  extra  session  of  1897,  asked  Congress  to 
deal  solely  with  the  import  duties  and  the  revenue.  The 
nature  of  the  provisions  for  increasing  the  revenue  and 
their  probable  effects  will  be  considered  presently.  They 
were  affected,  as  all  parts  of  the  tariff  act  were,  by  the 
peculiarities  of  the  political  situation, —  by  the  anxious 
desire  to  arouse  no  internal  party  strife  on  other  issues  and 
to  secure  the  prompt  passage  of  some  sort  of  protective 
measure.  The  two  questions  of  industrial  policy  on  the 
one  hand,  of  legislation  for  revenue  on  the  other,  ought, 
indeed,  to  be  considered  separately.  But  in  the  history 
of  tariff  legislation  in  the  United  States,  as  in  that  of 
most  other  countries,  they  have  been  constantly  inter- 
woven ;  and  so  they  were  in  this  case.  What  with  the 
undeniable  need  of  revenue,  the  comparative  ease  with 
which  party  strength  could  be  consolidated  on  the  ques- 
tion of  protection,  the  old  predilection  of  all  the  leading 
spirits  among  the  Republicans  for  that  issue,  and  the 
clearly  expressed  wish  of  the  President,  the  tariff  at  the 
extra  session  received  exclusive  consideration.  Thus 
the  first  fruits  of  the  election  of  1896  were  legislation,  not  i 
on  the  question  which  had  been  uppermost  in  the  cam- 
paign, but  on  the  tariff  question,  on  which  no  clear  and 
unequivocal  evidence  of  popular  feeling  had  been  secured. 
The  legislative  history  of  the  measure  was  instructive, 
and  in  some  respects  showed  striking  contrasts  with  that 
of  its  predecessor  of  1894.     In  the   House  the  bill  was 
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reported  by  the  Committee  on  Ways  and  Means  as  early 
as  March  18,  within  three  days  after  the  session  began. 
This  extraordinary  promptness  was  made  possible  by 
methods  that  paid  scant  respect  to  the  letter  of  the  law. 
In  theory  of  law,  so  long  as  the  new  Congress  had  not  met, 
no  one  was  authorized  to  take  any  steps  towards  legislar 
tion  at  its  hands.  But,  long  before  this,  it  was  settled 
that  Mr.  Reed  was  to  be  once  more  Speaker,  and  he  was 
able  to  intimate  that  the  existing  Committee  on  Ways 
and  Means  was  to  remain  substantially  unchanged  in  the 
next  Congress ;  and,  during  the  holdover  session  of  1896- 
97,  that  committee  accordingly  was  at  work  on  the  tariff 
bill,  and  was  able  to  present  it  to  the  new  Congress 
immediately  on  its  assembling.  Mr.  Dingley,  already 
chairman  of  the  committee  in  the  Fifty-fourth  Congress 
(1895-97),  was  ag^in  to  be  chairman  for  the  next ;  and 
his  name  was  attached  in  popular  discussion  to  the  new 
measure  which  he  was  able  to  present  with  such  celerity. 
The  action  of  the  House  was  as  prompt  as  that  of  its 
committee.  Within  less  than  two  weeks,  on  March  81, 
the  bill  was  passed.  Only  a  comparatively  small  part 
of  it  had  been  considered  in  the  House:  no  more  than 
twenty-two  of  the  one  hundred  and  sixty-three  pages 
were  taken  up  for  discussion.  In  the  main,  the  com- 
mittee  scheme  was  adopted  as  it  stood,  being  accepted 
once  for  all  as  the  party  measure  and  passed  under  the 
pressure  of  rigid  party  discipline.  The  whole  procedure 
was  doubtless  not  in  accord  with  the  theory  of  legislation 
after  debate  and  discussion.  But  it  was  not  without  its 
good  side  also.  It  served  to  concentrate  responsibility, 
to  prevent  haphazard  amendment,  to  check  in  some  meas- 
ure the  log-rolling  and  the  give-and-take  which  beset  all 
legislation  involving  a  great  variety  of  interests.  Under 
the  iron  rule  of  the  Speaker,  the  House  gave  the  session 
to  the  enactment  of  a  deliberately  planned  tariff  bill,  and 
to  that  only.    Whether  or  no  this  particular  measure  was 
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to  one's  fancy,  the  mode  in  whicli  it  was  dealt  with  in  the 
House  was  conducive  to  order  and  responsibility,  and  was 
not  without  its  hopeful  aspects  for  the  future  of  procedure 
in  the  national  legislature. 

In  the  Senate  progress  was  slower,  and  the  course  of 
events  showed  greater  vacillation.  The  bill,  referred  at 
once  to  the  Senate  Committee  on  Finance,  was  reported 
after  a  month,  on  May  8,  with  important  amendments. 
There  was  an  attempt  to  impose  some  purely  revenue 
duties;  and,  as  to  the  protective  duties,  the  tendency 
was  towards  lower  rates  than  in  the  House  bill,  though 
on  certain  articles,  such  as  wools  of  low  grade,  hides,  and 
others  (of  which  more  will  be  said  presently),  the 
drift  was  the  other  way.  The  Senate,  however,  paid 
much  leas  respect  than  the  House  to  the  recommendations 
of  the  committee  in  charge.  In  the  course  of  two  months, 
from  May  4  to  July  7,  it  went  over  the  tariff  bill  item 
by  item,  amending  without  restraint,  often  in  a  perfunc- 
tory manner,  and  not  infrequently  with  the  outcome  set- 
tled by  the  accident  of  attendance  on  the  particular  day ; 
on  the  whole,  with  a  tendency  to  retain  the  higher  rates 
of  the  House  bill.  As  passed  finally  by  the  Senate  on  July 
7,  the  bill,  though  it  contained  some  872  amendments,  fol- 
lowed the  plan  of  the  House  Committee  rather  than  that 
of  the  Senate  Committee.  As  usual,  it  went  to  a  Con- 
ference Committee.  In  the  various  compromises  and  ad- 
justments in  the  Senate  and  in  the  Conference  Committee 
there  was  little  sign  of  the  deliberate  plan  and  method 
which  the  House  had  shown,  and  the  details  of  the  act 
were  settled  in  no  less  haphazard  fashion  than  has  been 
the  case  with  other  tariff  measures.  As  patched  up  by 
the  Conference  Committee,  the  bill  was  promptly  passed 
by  both  branches  of  Congress,  and  became  law  on  July  24. 

So  much  deserves  to  be  recorded  as  to  the  conditions 
under  which  the  new  tariff  was  passed.    In  what  manner 
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they  affected  its  general  provisions  and  some  of  its  details 
will  appear  from  a  consideration  of  the  more  important 
specific  changes. 

First  and  foremost  comes  the  reimposition  of  the  duties 
on  wool.  As  the  repeal  of  these  duties  was  the  one  im- 
portant change  made  by  the  act  of  1894,  so  their  restora- 
tion in  the  act  of  1897  is  its  salient  feature.  The  duties 
on  wool,  it  will  be  remembered,  had  been  arranged  for 
a  long  series  of  years  before  1894  in  three  classes ;  the 
closely  allied  classes  of  clothing  and  combing  wool  being 
the  first  and  second,  and  carpet  wool  the  third.  On  the 
former  the  precise  rates  which  had  been  imposed  in  the 
tariff  act  of  1890  are  restored.  Clothing  wool  is  subject 
once  more  to  a  duty  of  eleven  cents  a  pound,  combing 
wool  to  one  of  twelve  cents.  Carpet  wool  is  subjected 
to  new  graded  duties,  heavier  than  any  ever  before  levied. 
If  its  value  is  twelve  cents  a  pound  or  less,  the  duty  is 
four  cents ;  if  over  twelve  cents,  it  is  seven  cents. 

Some  years  ago,  when  commenting  on  the  tariff  act  of 
1894, 1  was  so  rash  as  to  say  that  the  free  admission  of 
wool  was  a  change  which  had  come  to  stay.*  Events 
have  falsified  the  prediction.  Here  we  have  duties  on 
wool  as  high  as  ever,  in  some  ways  higher  than  ever. 
Yet  the  political  and  economic  probabilities  in  1894  were 
such  as  to  invite  the  forecast.  The  astonishing  growth 
of  all  manufactures,  uninterrupted  before  and  after  that 
date,  made  it  certain  that  the  United  States  under  any 
tariff  conditions  would  be  a  great  manufacturing  country, 
and  seemed  to  justify  the  belief  that  the  desire  for  free- 
dom in  the  use  of  materials  would  become  stronger,  the 
prospect  of  an  expanding  foreign  trade  more  tempting, 
the  demand  for  protection  to  domestic  industries  less 
vehement.  The  need  of  foreign  wool  for  clothing  the 
people  of  the  United  States  and  the  inadequacy  of  the 
domestic  supply  were  clear  then,  and  indeed  have  become 

*Iii  an  article  in  the  Political  Science  Quarterly  for  Deoember,  1891. 
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more  clear  in  the  intervening  years.  In  the  woollen  man- 
ufacturing industry  itself  it  was  to  be  expected  with 
confidence  that,  once  the  transition  to  free  wool  accom- 
plished, the  manufacturers  would  oppose  a  return  to  the 
old  regime.  And,  as  it  proved,  the  manufacturers  ex- 
pressed themselves  in  terms  surprisingly  strong  on  the 
disadvantages,  from  their  point  of  view,  of  a  return  to 
the  wool  duties.*  If  the  change,  nevertheless,  has  been 
made,  the  explanation  is  to  be  found  mainly  in  the  unex- 
pected turn  of  the  political  wheel. 

Wool  is  the  article  as  to  which  it  can  be  said  with 
greatest  truth  and  greatest  plausibility  that  the  farmer 
gets  his  share  of  the  largesses  of  protection.  It  is  true 
that  in  1892  the  farmers  of  Ohio  and  of  other  central 
States  seemed  to  show  that  they  were  indifferent  to  the 
attraction ;  for  in  that  year  a  whole  row  of  central  States 
had  voted  against  the  party  of  protection,  and  in  Ohio 
itself  the  victory  of  that  party  had  been  so  narrow  as  to 
be  equivalent  to  a  defeat.  It  is  true  also  that  the  main 
effects  of  the  duty  on  wool  would  certainly  be  to  stimulate 
the  activity  and  increase  the  profits  of  the  large  wool- 
growers  in  the  thinly  settled  trans-Missouri  region,  rather 
than  to  benefit  substantially  the  farmers  proper.f    But 

*  **  Neyer  nntil  he  had  experience  under  free  wool  did  the  mannfaoturer 
realize  the  full  extent  of  the  diaadyantage  he  suffers  by  reason  of  the  wool 
dnty,  and  the  impossibility,  by  any  oomi>enBating  dnty,  of  folly  offsetting  these 
diaadyantaffes."  So  mnch  was  said  in  the  statement  made  before  the  Ways 
and  Means  Coqanittee  by  the  secretary  of  the  Wool  Biannfactorers'  Associa- 
tion.   BvOain  qfthe  Wool  Mafu^facturert,  March,  1897,  p.  84. 

t  In  a  formal  oommnnication  to  the  Ways  and  Means  Committee  the  Wool 
Hanofactarers*  Association  nsed  the  following  language :  "  The  real  explana- 
tion of  these  extraordinary  demands  lies  in  the  fact  that  the  wool-growers  of 
the  Middle  West  find  themselTes  in  need  of  protection  against  their  American 
competitors  west  of  the  MissiBsippi  Rirer.  It  was  not  the  imports  under  the 
McEinley  law,  bnt  the  oheaper^rrown  wools  of  the  Far  West,  which  made 
wool-growing  rolatiTely  unprofitable  on  the  high-priced  lands  of  Ohio, 
Ifichigan,  PemisylTaiiia.  Erery  further  expansion  of  the  ranch  industry 
must  increase  the  effects  of  this  competition.  An  enormous  tariff  on  wool, 
such  as  is  proposed,  would  overstimulate  this  ranch  industry,  by  its  promise  of 
cxeoBsiTe  profits,  and  would  thus  stiU  farther  increase  the  difficulties  of  the 
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the  determination  to  give  evidence  of  fostering  care  for 
the  farming  interest  was  too  strong  to  be  affected  by  such 
considerations.  The  silver  party  had  posed  ostentatiously 
as  the  special  friend  of  the  debtor  and  the  farmer.  The 
Republicans,  having  pushed  forward  the  tariff  as  their 
first  strong  card,  must  needs  do  something  for  the  farmer ; 
and  heavy  duties  on  wool  were  the  natural  result,  con- 
sistent at  once  with  the  established  party  policy  and  with 
the  long-continued  and  earnest  contention  of  President 
McKinley  himself. 

One  other  part  of  the  wool  duties  served  to  show  how 
the  general  political  complications  affected  the  terms  of 
the  tariff  act.  The  duties  on  carpet  wool,  as  has  already 
been  noted,  were  made  higher  than  ever  before.  In  the 
House  the  rates  of  the  act  of  1890  had  been  retained ; 
but  in  the  Senate  new  and  higher  rates  were  inserted, 
and,  though  somewhat  pruned  down  in  the  Conference 
Committee,  were  retained  in  the  act.  They  were  de- 
manded by  the  senators  from  some  States  in  the  Far 
West,  especially  from  Idaho  and  Montana.  These  sen- 
ators, though  Republican,  were  on  the  silver  side 
in  the  monetary  controversy,  and  so  by  no  means  in 
complete  accord  with  their  associates.  They  needed  to  be 
placated ;  and  they  succeeded  in  getting  higher  duties  on 
the  cheap  carpet  wools,  on  the  plea  of  encouragement  for 
the  comparatively  coarse  clothing  wool  of  their  ranches. 
It  had  been  shown  time  and  again,  on  the  very  principles 
of  protection,  that  carpet  wools  were  not  grown  in  the 
country,  and  that  those  imported  did  not  affect  to  any 
appreciable  extent  the  market  for  domestic  wool.  But 
the  Western  senators,  who  held  the  balance  of  power, 

Middle-West  fanner."  BuUetin  <ifthe  Wool  Mafatfactwren,  June,  1807,  p.  133. 
The  wool-fiTTowen  had  at  fint  asked  a  dnty  of  fifteen  oents  a  ponnd  on  clothing' 
and  combing  wool,  and  finally  had  proposed,  as  an  **  nltimatom,"  twelve  cents. 
The  mannfactnrers  had  offered  to  join  in  recommending  dnties  of  eight  and 
ten  cents  (graded  by  value)  on  clothing  wool,  and  of  nine  and  eleven  oents  on 
combing  wool.  In  the  act  the  growers  got  snbstantiaUy  their  nltimatom, — 
eleven  cents  on  dothing  wool,  twelve  cents  on  combing  wool. 
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were  able  none  the  less  to  secure  this  concession  to  their 
demands.  It  deserves  to  be  noted,  on  the  other  hand, 
that  the  Senate  had  been  disposed  to  lower  the  duties  on 
clothing  and  combing  wool.  The  Finance  Committee  had 
proposed  rates  of  eight  and  nine  cents  a  pound,  and  the 
Senate  itself  had  voted  rates  of  ten  and  eleven  cents ;  the 
reduction  being  due  to  the  influence  of  the  textile  manu- 
facturers, who  were  opposed  to  the  high  duties  not  only 
because  of  the  price  added  on  the  raw  material,  but  also 
because  of  the  still  higher  duties  on  their  own  products 
which  would  be  entailed.  But  in  the  Conference  Com- 
mittee the  House  rates  of  eleven  cents  on  clothing  wool 
and  twelve  cents  on  combing  wool  were  restored,  and  so 
appear  on  the  statute  book. 

The  same  complications  that  led  to  the  high  duty  on 
carpet  wool  brought  about  a  duty  on  hides.  This  rawest 
of  raw  materials  had  been  on  the  free  list  for  just  a  quarter 
of  a  century,  since  1872,  when  the  duty  of  the  war  days 
was  repealed.  It  would  have  remained  free  of  tax  if  the 
Republicans  had  been  able  to  carry  out  the  policy  favored 
by  the  great  majority  of  their  own  number.  But  here, 
again,  the  senators  from  the  ranching  States  were  able 
to  dictate  terms.  In  the  House  bill  hides  had  still 
remained  on  the  free  list.  In  the  Senate  a  duty  of  20 
per  cent,  was  tacked  on.  The  rate  was  reduced  to  16 
per  cent,  in  the  Conference  Committee,  and  so  remains 
in  the  act. 

The  restored  duties  on  wool  necessarily  brought  in  their 
train  the  old  system  of  high  compensating  duties  on  wool- 
lens. Once  more  we  have  the  bewildering  combination 
of  specific  duties  to  compensate  for  the  charges  on  the 
raw  material,  and  ad  valorem  duties  for  protection.  In 
the  main,  the  result  is  a  restoration  of  the  rates  of  the  act 
of  1890.  There  is  some  upward  movement  almost  all 
along  the  line;  and  the  ad  valorem  duty  alone,  on  the 
classes  of  fabrics  which  are  most  largely  imported,  creeps 
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up  to  55  per  cent.  Just  thirty  years  before,  in  1867, 
when  the  system  of  compound  duties  on  woollens  was 
first  carefully  worked  out,  it  rested  on  the  assumption 
that  a  "net"  protection  of  25  per  cent,  was  to  be  se- 
cured. But  the  ad  valorem  rate,  which  is  designed  to  give 
this  net  protection,  advanced  steadily  in  the  acts  of  1883 
and  1890,  and  in  the  act  of  1897  has  reached  55  per 
cent.  Who  would  venture  now  to  say  that  this  is  high- 
water  mark?* 

On  cotton  goods,  on  the  other  hand,  the  tendency  is  to 

*  The  drift  of  the  changeB  from  the  ratee  of  1890  ia  shown  by  the  f oUow- 
ins:  figures  as  to  the  two  olasaes  of  goods  which  are  most  largely  imported :  — 


DCTIES  Oir  WOOLLBK  CLOTHS. 


1887. 


1890. 

(1)  If  worth  80  cents  or  less  per  ponnd, 

83  cents  per  poand  pins  40  per  cent. 

(2;  If  wortb  between  80  and  40  cents  per 

pound,  88^  cents  per  poand  pins  40 

percent. 

r  (2)  If  worth  between  40  and  70  cents  per 
(8)  If  worth  more  than  40  cents  per  pound,  44  cents  per  pound  plus  00 


*-  (1)  If  worth  40  cents  or  less  per  pound, 
83  cents  per  pound  plus  00  i>er  cent. 


pound,  44  cents  per  pound  plus  00  -^        per  cent. 

I  If  worth 
44  cents  per  pound  plus  00  per  cent 


per  cent.  (8)  If  worth  oyer  70  cents  per  pound. 


Duties  on  Dsbbs  Qooi>8. 


1890. 

(1)  Cotton  warp,  worth  10  cents  a  yard 
or  less,  7  cents  a  yard  plus  40  per 
cent. 

(2)  Cotton  warp  worth  more  than  10 
cents  a  yard,  8  cents  a  yard  plus  CO 
per  cent. 


1887. 


(1)  and  (2)  the  same ;  but  with  the  pro- 
viso that  the  ad  valorem  duty  shall 
be  00  per  cent,  if  the  value  is  over 
70  cents  per  pound. 


r  (3)  If  the  warp  has  any  wool,  11  cents 

yard  plus  00  per  cent.  1        j^jjliri^'w  ,;;r;;;;i  W  uTeTalie  «- 

I       ceeds  70  cents  per  pound. 


r..  «« ^^  «.  ,  *«       *>      I        per  yard  plus  00  percent;  but  with 

(8)  If  th,warphMM,ywool.lSc«.t.a  J        Se,«,Tj^  that  tie  «.Tiu;«m  duty 


It  win  be  observed  that  on  dress  goods  (of  which  some  $20,000,000  worth 
was  imported  in  1896)  the  customs  officers  will  have  to  ascertain,  first,  whether 
the  warp  consists  "  whoUy  of  cotton  or  other  vegetable  material " :  if  so, 
whether  the  goods  are  wortibi  more  or  less  than  7  cents  a  yard ;  if  not,  whether 
ihey  are  worth  more  or  less  than  70  cents  a  pound.  All  these  circumstances 
affect  the  rate  of  duty,  and  obviously  increase  the  difficulties  of  administration 
and  the  opportunities  for  evasion. 
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duties  lower  rather  than  higher  as  compared  with  those  of 
1890.  This  is  indicated  by  the  drag-net  rate,  on  manu- 
factures of  cotton  not  otherwise  provided  for,  which 
was  50  per  cent,  in  1890,  and  is  46  per  cent,  in  1897. 
There  is,  again,  as  in  1890,  a  rigorously  elaborate  system 
of  combined  specific  and  ad  valorem  duties  on  certain 
sorts  of  goods  selected  for  especially  heavy  rates,  such  as 
cotton  stockings  and  hose,  and  plushes,  velvets,  corduroys. 
In  t^e  main,  the  cotton  manufacturers  held  aloof  from  the 
new  measure.  The  rates  of  the  act  of  1894  had  been  not 
unsatisfactory  to  them ;  and  they  may  have  feared  some 
such  policy  in  regard  to  their  material  as  befell  the  wool 
manufacturers.  In  fact,  the  Senate,  in  the  course  of  its 
tortuous  amendments,  inserted  in  the  bill  (apparently 
somewhat  to  its  own  surprise)  a  duty  on  raw  cotton, 
designed  to  check  the  importation  of  certain  kinds  of 
Egyptian  cotton  whose  fibre  fits  it  for  some  special  uses. 
But  here  no  political  complication  within  the  Republican 
party  bolstered  up  the  change ;  and  this  proviso,  absurd 
enough,  but  no  more  absurd  than  those  relating  to  carpet 
wool  and  to  hides,  disappeared  in  the  Conference  Com- 
mittee. 

Two  large  classes  of  textile  goods  are  subjected  to  new 
and  higher  duties, —  silks  and  linens.  Silks  had  been 
subject  to  heavy  ad  valorem  duties  ever  since  the  civil 
war,  the  i*ate  having  been  60  per  cent,  from  1864  to  1888 
and  50  per  cent,  since  1883.  These  duties  have  caused 
a  great  silk  manufacturing  industry  to  grow  up  under  con- 
ditions and  with  results  that  may  perhaps  be  fairly  cited 
as  illustrating  the  possible  gains  from  protection  to  young 
industries.  But  while  large  classes  of  silk  goods  are  no 
longer  imported,  other  large  classes  continue  to  be  imported 
in  spite  of  the  duties.  On  the  latter  the  high  ad  valorem 
rates  inevitably  tempt  to  undervaluation  and  fraud; 
and,  what  with  the  large  imports  and  the  notoriously 
unsatisfactory  admiuisti-ation   of    the  ad  valorem  duty. 
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there  bad  been  from  time  to  time  proposals  for  specific 
duties.  Tbe  difficulties  of  adjusting  such  duties,  however, 
were  great,  in  view  of  the  greatly  varying  qualities  of  tbe 
goods  and  the  absence  of  any  manageable  means  of  grad- 
ing the  duties  by  external  marks.  In  the  act  of  1897  this 
difficult  task  has  been  boldly  undertaken.  We  find  a  new 
and  complicated  scheme  of  specific  duties  on  silk  piece 
goods.  The  general  plan  is  to  levy  duties  by  tbe  pound, 
which  become  heavier  as  the  percentage  of  silk  in  the 
goods  is  larger  and  the  goods  themselves  become  finer; 
with  the  general  proviso  that  the  duty  shall  in  no  case  be 
less  than  50  per  cent.  Only  a  person  minutely  conversant 
with  the  details  of  the  trade  can  judge  what  the  effect  of 
the  new  rates  will  be;  but,  from  past  experience  as  to 
the  substitution  of  specific  for  ad  valorem  duties,  it  is 
safe  to  infer  that  they  will  usually  far  exceed  the  mini- 
mum of  50  per  cent  on  the  value.  It  would  seem  also 
safe  to  infer  that  the  administrative  difficulties  under  the 
new  schedule  will  be  great,  and  perhaps  greater  than 
under  the  old.  The  exact  determination  of  the  percent- 
age in  weight  of  pure  silk  in  any  given  piece  of  so-called 
silk  goods  can  hardly  be  an  easy  matter.  Yet  this  must 
be  precisely  ascertained  for  the  satisfactory  administra- 
tion of  the  new  duties.  By  way  of  example,  we  may  note 
the  application  of  the  new  graded  schedule  at  a  single 
point.  The  duty  on  certain  kinds  of  silks  is  $1.80  per 
pound,  if  they  contain  45  per  cent,  in  weight  of  silk,  and 
$2.25,  if  they  contain  more  than  45  per  cent.  The  same 
sort  of  gradation,  bringing  sudden  great  changes  in  duty 
as  an  obscure  dividing  line  is  crossed,  runs  through  the 
whole  schedule;  and  the  temptation  to  false  statement 
at  the  hands  of  the  importer  would  seem  to  be  as  great 
as  the  difficulty  of  detection  at  the  hands  of  the  customs 
examiner.  Both  in  the  high  range  of  rates  and  in  the 
attempt  at  rigorous  enforcement  the  new  act  here  goes 
far  beyond  the  act  of  1890,  making  a  new  and  important 
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advance  in  the  application  of  the  extreme  protective  prin- 
ciple.* 

The  advance  in  the  duties  on  linens  is  another  step  of 
the  same  sort,  though  one  less  likely  to  have  a  consider- 
able effect.  In  the  act  of  1890  linens  in  general  had  been 
subjected  to  a  duty  of  50  per  cent.,  which  had  been  re- 
duced in  1894  to  the  old  rate  of  35  per  cent.  For  the 
first  time  in  our  tariff  history  certain  linens  are  now  sub- 
ject to  specific  duties,  combined  with  ad  valorem  addi- 
tions. They  are  graded  somewhat  as  cotton  goods  are :  if 
the  number  of  threads  is  sixty  or  less  per  square  inch,  the 

*  The  enrions  reader  wiU  find  the  details  in  parafirraph  387,  which  fixes  the 
duties  on  woven  silk  fabrics  in  the  piece,  not  otherwise  provided  for.  The 
same  rates  are  applicable,  nnder  section  388,  to  silk  handkerchiefii.  The 
method  of  grading  is  exemplified  further  by  the  f oUowing  summary  state- 
ment of  some  of  the  rates  fiist  enumerated. 

Duties  on  silk  piece  goods :  — 


(1)  containing  90%  or  less  in  weight  of  silk,  If  in  the  gum f  0.60  per  lb. 

if  dyed  In  the  piece    .    .        .60  " 

(2)  containing  20  to  80%  In  weight  of  Bilk,  if  in  the  gum 66  <' 

if  dyed  in  the  piece    .    .       .80  *' 

(8)  containing  80  to  46%  in  weight  of  silk,  if  in  the  gum 00  " 

if  dyed  in  the  piece   .    .      1.10  " 
(4)  containing  80%  or  less  In  weight  of  silk,  If  dyed  In  the  thread, 

black 76  " 

other  color       .00  " 
(6)  containing  80  to  46%  In  weight  of  silk,  if  dyed  in  the  thread, 

black 1.10  •« 

other  color     1.80  *< 

So  tlie  schedule  goes  on,  the  duties  advancing  by  stages  as  the  per  oent.  in 
weight  of  silk  becomes  greater,  as  the  goods  are  dyed  in  the  thread  or  yam, 
as  the  goods  are  "  weighted  in  dyeing  so  as  to  exceed  the  original  weight  of  the 
raw  silk,"  and  so  on.  Goods  of  lighter  weight  (less  than  1 1-3  ounces  per  yard) 
are  subject  to  still  higher  duties ;  those  of  lightest  weight  (1^  ounce  per  yard) 
or  less),  to  the  highest  duty  of  all,  the  maximum  being  $4.60  per  pound. 

It  deserves  to  be  noticed  that  the  wooUen  manufacturers,  confronted  witJi 
the  undervaluation  problem  under  the  ad  valorem  duties  on  wooUens,  found 
it  impossible  to  fnune  a  scheme  of  specific  duties.  A  special  committee  from 
their  number,  which  attempted  to  devise  such  a  scheme,  found  that  **  a  wholly 
specific  schedule  is  impossible,  because  of  the  thousands  of  variations — in 
weave,  in  texture,  in  materials,  in  finish  —  which  distinguish  woollen  goods 
from  those  of  aU  other  textile  manufactures.'*  See  Bulletin  qf  the  Wool 
Mamtfaeturers,  March,  1897,  p.  72.  In  the  tariff  biU  as  passed  by  the  House 
the  duties  on  wooUens  (over  and  above  the  compensating  duty)  had  been  made 
partly  ad  valorem  and  partly  specific  with  gradations  by  value.  But  this 
additional  complication  in  the  wooUens  schedule  was  struck  out  in  the  Senate. 
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duty  is  one  and  three-fourths  cents  a  square  yard ;  if  the 
threads  are  between  sixty  and  one  hundred  and  twenty, 
the  duty  is  two  and  three-fourths  cents;  and  so  on, —  plus 
80  per  cent,  ad  valorem  duty  in  all  oases.  But  finer  linen 
goods,  unless  specially  provided  for  otherwise,  are  treated 
leniently.  If  the  weight  is  small  (less  than  four  and  one- 
half  ounces  per  yard),  the  duty  is  but  86  per  cent.  On 
the  other  hand,  linen  laces,  or  articles  trimmed  with  lace 
or  embroidery,  are  dutiable  at  60  per  cent., —  an  advance 
of  10  per  cent,  over  the  rate  of  1890.  The  new  specific 
duties  on  linens  may  cause  some  cotton  mills  to  turn  to 
cheaper  grades  of  linens,  such  as  towel  cloth ;  but  past 
experience  warrants  the  expectation  that  most  linen  goods 
will  continue  to  be  imported,  in  face  of  the  new  duties. 
It  was  inevitable,  under  the  political  conditions  of  the 
session,  that  in  this  schedule  something  should  again  be 
attempted  for  the  farmer;  and,  accordingly,  we  find  a 
substantial  duty  on  flax.  The  rate  of  the  act  of  1890  is 
restored, —  three  cents  a  pound  on  prepared  flax,  in  place 
of  the  rate  of  one  and  one-half  cents  imposed  by  the  act 
of  1894.  Here,  too,  it  is  safe  to  say  that  no  appreciable 
economic  change  will  result. 

While  the  textile  schedules  thus  show  important 
changes  from  the  rates  of  1894,  and  in  some  cases  rates 
even  higher  than  those  of  1890,  the  metal  schedules,  and 
especially  that  on  iron  and  steel,  are  left  very  much  as 
they  were.  Indeed,  Mr.  Dingley,  in  introducing  the  bill 
in  the  House,  said  that  ^^the  iron  and  steel  schedule, 
except  as  to  some  advanced  products,  has  not  been 
changed  from  the  present  law,  because  this  schedule 
seemed  to  be  one  of  the  two  of  the  present  law  [the 
other  being  the  cottons  schedule]  which  are  differentiated 
from  most  of  the  others,  and  made  in  the  main  protective." 
Hence  we  find,  as  in  the  act  of  1894,  iron  ore  subject  to 
duty  at  forty  cents  a  ton,  and  pig  iron  at  four  dollars  a 
ton.    On  steel  rails  there  is  even  a  slight  reduction  from 
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the  rate  of  1894,—  #6.72  per  ton  instead  of  $7.84.  On  tin 
plate,  that  bone  of  contention  under  the  act  of  1890,  there 
is  a  alight  increase.  The  duty  on  this  in  1890  had  been 
two  and  one-fifth  cents  a  pound ;  in  1894  it  was  reduced 
nearly  one-half, —  to  one  and  one-fifth  cents;  now  it  is 
fixed  at  one  and  one-half  cents.  On  coal,  also,  there  is  a 
compromise  rate.  The  duty  had  been  seventy-five  cents  a 
ton  in  1890,  and  forty  cents  in  1894 :  it  is  now  fixed  at 
sixty-fleven  cents. 

On  the  other  hand,  as  to  certain  manufactures  of  iron 
and  steel  farther  advanced  beyond  the  crude  stage,  there 
18  a  return  to  rates  very  similar  to  those  of  1890.  Thus, 
on  pocket  cutlery,  razors,  guns,  we  find  once  more  the 
system  of  combined  ad  valorem  and  specific  duties,  graded 
according  to  the  value  of  the  article.  It  is  not  easy  to 
unravel  the  meaning  and  probable  effects  of  the  compli- 
cated duties  which  have  been  imposed  in  these  cases ;  but 
it  is  clear  that  they  are  framed  with  a  view  to  imposing 
a  very  high  barrier  to  imports,  and  yet  are  arranged  on 
the  system,  vicious  from  the  administrative  point  of  view, 
of  bringing  sudden  changes  in  duty  as  a  given  point  in 
appraised  value  is  passed.* 

*Poeket  catlery  iupplies  a  good  example  of  the  methods  applied  in  the 
aeto  of  1890  and  1807  to  the  articles  here  mentioned.    The  rates  of  dutj  were : 

CUM.  Duty. 

1)  Valne  (per  doaen)  50  cents  or  less.  12  cents  (per  dozen)  plus  80  per  cenU 

(S)  Value  60  cents  @  91.60.  60  cents  plus  60  per  cent. 

($)  Value  f  1.60  ®  93.00.  9100  plus  60  per  cent. 

(4)  Value  oyer  93.00.  92.00  plus  60  per  cent. 

•897. 
Clam.  Duty. 

(a)  Value  (per  dosen)  40  cents  or  less.  40  per  cent. 

(I)  Valne  40  (g  60  cents.  12  cents  plus  40  per  cent. 

(5)  Value  60  cents  @  91.25.  00  cents  plus  40  per  cent 
(9)  Valne  91.26  (g)  93.00  per  dozen.  91.20  plus  40  per  cent. 
(4)  Value  over  98.00.  92  40  plus  40  per  cent. 

It  wiU  be  seen  that  on  the  cheapest  kniTCS  there  is  a  reduction  in  dutj  as 
eompared  with  1890 ;  while  on  the  higher  classes,  and  especiaUy  on  the  second, 
tiiQfe  is  ao  increase.    The  most  effectiye  chang:e  is  that  by  which  the  line  of 
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Some  other  items  in  the  metal  schedule  deserve  notice. 
Copper  remains  on  the  free  list,  where  it  had  been  put  in 
1894.  Already  in  1890  the  duty  had  been  reduced  to  one 
and  one-fourth  cents  per  pound.  As  the  copper  mines, 
almost  alone  among  the  great  enterprises  of  the  country, 
had  been  enjoying  uninterrupted  prosperity,  even  during 
the  period  of  depression,  and  had  been  exporting  their 
product  on  a  great  scale,  no  one  cared  a  straw  for  the 
duty.  For  good  or  ill  the  copper  duty  had  worked  out 
all  its  effects  years  before.  On  the  other  hand,  the 
duties  on  lead  and  on  lead  ore  go  up  to  the  point  at  which 
they  stood  in  1890.  Here  we  have  once  more  the  signs 
of  concession  to  the  silver  Republicans  of  the  Far  West. 
A  considerable  importation  from  Mexico  of  ores  bearing 
both  lead  and  silver  had  brought  some  competition  with 
American  mines  yielding  the  same  metals, —  competition 
which  could  not  well  be  helped  as  to  the  silver,  since  that 
would  find  its  way  to  the  international  market  in  any 
case,  but  which  could  be  impeded  so  far  as  the  domestic 
market  for  lead  was  concerned.  Accordingly,  there  is  a 
substantial  duty  on  lead,  and  on  lead-bearing  ore  in  pro- 
portion to  the  lead  contained.* 

olaBBifioation  by  valne  ib  ihifted  from  $1.50  to  $1.25, —  a  shift  which  oansed 
many  groocU  to  oome  under  olasB  3  in  1897  which  were  in  dan  2  in  1890,  and  ao 
oansed  a  great  adyanoe  in  the  duty  chargreable.  It  may  be  noted  incidentally 
that  the  figore  of  $1.50,  to  mark  the  diyiding  line  between  c1«iwen  1  and  2,  had 
been  retained  both  in  the  House  bill  and  in  the  Senate  biU :  the  chansr®  to 
$1.26  was  made  at  the  last  moment  in  the  Conference  Committee.  It  needs 
only  a  glance  at  the  duties  under  these  classes  in  1897  to  show  how  great  wiU 
be  the  temptation  to  manufacture  knives  and  to  juggle  with  their  value  in  such 
manner  as  to  bring  them  below  the  dividing  line  of  $1.25.  The  same  vicious 
method  of  grading  the  duties  on  pooketp-knives  was  followed  in  the  act  of  1891, 
though  with  somewhat  lower  rates.  In  1890  and  1897  (not  in  1894)  the  method 
was  also  applied  to  razors,  table  knives,  and  guns,  and  in  1897  to  shears  and 
scissors.    The  pertinent  paragn^hs  of  the  act  are  numbers  153  to  158. 

*  The  duties  in  the  recent  tariff  acts  have  been :  — 

Lead  ore  per  pound 

of  VtaA  wntained.  Lead  per  pound. 

1890 U  cents.  2  cents. 

1894 )  cent.  1  cent. 

1897 U  cents.  S^cents. 
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In  general,  the  duties  in  the  metal  schedule  have  ceased 
to  excite  controversy,  and  even  to  arouse  attention. 
Whether  or  no  as  a  result  of  the  application  of  the  pro- 
tective system,  the  iron  and  steel  industry  has  in  fact 
passed  the  period  of  tutelage,  and  has  become  not  only 
independent  of  aid,  but  a  formidable  competitor  in  the 
markets  of  the  world.  The  extraordinary  development  of 
this  industry  during  the  last  thirty  years  is  one  of  the 
most  remarkable  chapters  in  the  remarkable  economic 
history  of  our  century.  To  follow  its  course  would  carry 
us  far  beyond  the  limits  of  the  present  article.  The 
discovery  of  the  wonderful  beds  of  iron  ore  on  Lake 
Superior ;  the  feverish  development  of  the  coal  deposits  of 
the  Middle  West ;  the  amazing  cheapening  of  transporta- 
tion by  water  and  rail ;  the  bold  prosecution  of  mining, 
transportation,  manufacturing,  not  only  on  a  great  scale, 
but  on  a  scale  fairly  to  be  called  gigantic, —  all  these  have 
revolutionized  the  conditions  of  production;  have  called 
for  resource  and  genius  in  the  captains  of  industry;  have 
enabled  the  bold,  capable,  and  perhaps  unscrupulous  to 
accumulate  fortunes  that  rouse  the  uneasy  wonder  of  the 
world ;  have  given  rise  to  new  social  conditions  and  grave 
social  problems.  Something  of  the  same  sort  has  hap- 
pened in  the  growth  of  copper  mining ;  though  here  the 
richness  of  the  natural  resources  has  counted  far  more, 
and  the  situation  in  general  has  been  more  simple. 
Among  the  forces  which  have  been  at  work  in  these  in- 
dustries protective  duties  have  probably  counted  for  much 
less  than  is  often  supposed.  An  eagle  eye  in  divining 
possibilities,  boldness  and  resource  in  developing  them, 
skill  and  invention  in  designing  the  most  effective  me- 
chanical appliances, —  these  forces  of  character  and  of 
brains,  developed  by  the  pressure  of  competition  in  a 
strenuous  community,  and  applied  under  highly  favoring 
natural  conditions,  explain  the  prodigious  advance. 
Hence  we  have  seen  not  only  prices  steadily  falling,  and 


Digitized  by 


Googk 


60  QUARTERLY  JOURNAL  OF  ECONOMICS 

the  domestic  market  fully  supplied,  but  the  beginniDgs  of 
an  export  movement.  The  greater  cheapness  of  the  crude 
material  has  promoted,  again,  the  growth  of  the  manu- 
factures which  rest  on  it,  and  has  given  a  further  stimu- 
lus to  the  tool-making  and  machine-making  industries,  in 
which  American  ingenuity  finds  its  most  congenial  field. 

These  conditions  are  now  permanent.  Iron  and  steel, 
on  which  the  material  civilization  of  the  modem  world 
rests,  are  produced  more  abundantly  than  anywhere  else, 
and  at  least  as  cheaply, —  soon,  if  not  yet,  will  be  pro- 
duced more  cheaply.  With  the  wide  diffusion  of  a  high 
degree  of  mechanical  ingenuity,  of  enterprise,  of  intelli- 
gence and  education,  it  is  certain  that  the  United  States 
will  be,  and  will  remain,  a  great  manufacturing  country. 
The  protective  system  will  be  of  less  and  less  consequence. 
The  deep-working  causes  which  underlie  the  international 
division  of  labor  wUl  indeed  still  operate,  and  the  United 
States  will  still  find  her  advantages  greater  in  some  direc- 
tions than  in  othera.  The  ingenuity  of  legislators  will 
still  find'  opportunity  to  direct  manufacturing  industry 
into  channels  which  would  not  otherwise  be  sought: 
witness  some  of  the  minor  duties,  complicated  in  form 
and  weighty  in  effects,  under  the  acts  of  1890  and  1897. 
But  the  absolute  effect,  still  more  the  proportional  effect, 
of  such  legislation  on  the  industrial  development  of  the 
country  will  diminish.  The  division  of  labor  within  the 
country  will  become  more  and  more  important,  while 
international  trade  will  be  confined  more  and  more  to 
what  may  be  called  specialties  in  manufactured  commod- 
ities, and  articles  whose  site  of  production  is  determined 
mainly  by  climate.  Not  only  sugar  (for  the  present), 
tea,  coffee,  and  the  like,  but  wool  also  belong  in  the 
class  last  mentioned,  as  to  which  climatic  causes  domi- 
nate; and  the  duties  on  wool,  with  those  on  woollens 
in  their  train,  are  thus  the  most  potent  in  bringing  a 
substantial  interference  with  the  course  of  international 
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trade.  But,  on  the  whole,  protective  duties,  however 
important  they  may  be  in  this  detail  or  that,  cannot 
seriously  affect  the  general  course  of  industrial  growth, 
and  will  affect  it  less  and  less  as  time  goes  on.  Some 
indications  of  this  trend  are  already  to  be  seen  in  the 
eagerness  with  which  a  fresh  opportunity  for  applying 
the  protective  system  is  welcomed,  and  even  sought,  by 
the  party  now  dominant.  And  an  important  consequence 
is  that  this  question  can  hardly  avail  much  longer  as  a 
great  issue  in  politics.  As  the  great  industries  of  the 
community  become  more  and  more  indifferent  to  legisla- 
tive bolstering,  the  public  will  become  more  and  more  in- 
different to  the  protective  controversy. 

A  part  of  the  new  act  which  aroused  much  public 
attention,  and  which  has  an  important  bearing  on  its 
financial  yield,  was  the  sugar  schedule, —  the  duties  on 
sugar,  raw  and  refined.  It  will  be  remembered  that  the 
act  of  1890  had  admitted  raw  sugar  free,  while  that  of 
1894  had  imposed  a  duty  of  40  per  cent,  ad  valorem. 
This  ad  valorem  rate  had  produced  a  revenue  much 
smaller  than  had  been  expected,  and,  indeed,  smaller  than 
might  reasonably  have  been  expected.  Notwithstanding 
the  insurrection  in  Cuba  and  the  curtailment  of  supplies 
from  that  source,  the  price  of  raw  sugar  had  maintained 
its  downward  tendency;  and  the  duty  of  40  per  cent, 
had  been  equivalent  in  1896  to  considerably  less  than  one 
cent  a  pound.  In  the  new  act  the  duty  is  made  specific, 
as  it  had  been  before  1890,  beginning  with  a  rate  of  one 
cent  a  pound  on  sugar  tested  to  contain  75  per  cent.,  and 
advancing  by  stages  until  it  becomes  1.65  cents  on  sugar 
testing  95  degrees.  As  commercial  raw  sugar  usually 
tests  somewhere  near  95  degrees,  the  effective  duty,  and 
probably  the  revenue  from  this  source,  are  doubled.  On 
refined  sugar  the  duty  is  1.95  cents,  which,  as  compared 
with  raw  sugar  of  the  maximum  content,  leaves  as  pro- 
tection for  the  domestic  refiner  —  namely,  for  the  Sugar 
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"  Trust " —  an  additional  or  "  differential "  duty  of  i  cent, 
precisely  the  differential  given  by  the  act  of  1894.* 

The  changes  which  this  part  of  the  tariff  act  underwent 
in  the  two  Houses  are  not  without  significance.  In  the 
bill,  as  reported  to  the  House  of  Representatives  by  its 
committee,  and  as  passed  by  the  House,  the  initial  rate  on 
the  crudest  sugar  (up  to  75  degrees)  was  the  same  as  that 
finally  enacted,  one  cent ;  but  the  rate  of  progression  was 
slower  (.08  cent  for  each  degree  instead  of  .085),  and  the 
final  duty  on  the  important  classes  of  i*aw  sugar  in  con- 
sequence somewhat  less.  The  so-called  differential,  or 
protection  to  the  refiners,  was  one-eighth  of  a  cent  per 
pound.  In  the  Senate  there  was  an  attempt  at  serious 
amendment.  The  influence  of  the  Sugar  Trust  in  the  Sen- 
ate has  long  been  great.  How  secured,  whether  through 
party  contributions,  entangling  alliance,  or  coarse  bribery, 
the  public  does  not  know;  but  certainly  great,  as  the 
course  of  legislation  in  that  body  demonstrates.  The 
Senate  Finance  Committee  reported  an  entirely  new 
scheme  of  sugar  duties,  partly  specific  and  partly  ad  va- 
lorem, complicated  in  its  effects,  and  difficult  to  explain 
except  as  a  means  of  making  concessions  under  disguise 
to  the  refiners.  But  here,  as  on  other  points,  the  Senate 
treated  its  committee  with  scant  respect,  threw  over  the 
whole  new  scheme,  and  reinserted  the  rates  of  the 
House  bill  on  raw  sugar,  but  with  an  increased  differ^ 
ential,  amounting  to  one-fifth  of  a  cent,  on  refined  sugar. 
So  the  bill  went  to  the  Conference  Committee,  with 
the  differential  alone  in  doubt.  What  debates  and 
discussions  went  on  in  that  committee  is  not  publicly 
known.    It  is  one  of  the  curious  results  of  our  legisla- 

*  The  rates  are: — 

On  raw  sugar  testing  up  to  75  degrees 1     cent  per  lb. 

For  each  additional  degree xlSo  "  " 

Hence  raw  sugar  testing  96  deg^rees  pays 1.85  •<  « 

And  raw  sugar  testing  100  degrees  pays LfttS  *'  « 

Beflned  sugar  pays 1.05  "  *' 

Learing  a  difference  between  tbe  refined  sugar  rate  and  that  on 

raw  sugar  at  the  100  degree  rate  of 125  *'  ** 


Digitized  by 


Googk 


THE  TARIFF  ACT  OF  1837  68 

tive  methods  that  the  decisive  steps  are  often  taken  in 
star  chamber  fashion.  But  it  was  credibly  reported  that 
the  sugar  schedule  was  the  sticking-point, —  that  on  this 
schedule,  and  this  only,  each  branch  was  obstinate  for  its 
own  figures.  Finally,  the  Senate  gave  way.  By  slightly 
increasing  the  rate  on  raw  sugar,  and  leaving  that  on 
refined  at  the  point  fixed  by  the  Senate,  the  House  se- 
cured the  essential  thing, —  the  retention  of  the  statu%  quo 
as  to  the  differential  in  favor  of  the  Sugar  Trust.  The  re- 
sult certainly  was  in  striking  contrast  to  that  of  1894. 
Then,  too,  there  was  a  struggle  between  the  House  and 
the  Senate  on  the  protection  of  the  trust, —  not  indeed  on 
that  alone,  but  on  that  conspicuously.  Then  the  House 
had  proposed  to  wipe  out  all  duties,  and  so  all  protection ; 
while  the  Senate  had  proposed  a  substantial  largess  to  the 
trust.  After  a  struggle  much  longer  than  that  of  1897, 
the  House  had  given  away,  and  its  leaders  had  been  com- 
pelled to  make  a  mortifying  concession  to  an  unpopular 
policy.  The  outcome  in  1897  was,  it  is  true,  in  substance 
not  different.  The  differential  is  the  same  under  the  act 
of  1897  as  it  was  under  that  of  1894;  and  the  increase  in 
the  duty  on  raw  sugar  once  more  enabled  the  refining 
monopoly,  as  the  one  large  importer,  to  make  an  extra 
profit,  temporary  but  handsome,  by  heavy  imports  hurried 
in  before  the  new  act  went  into  force.  But  the  moral 
effect  was  very  different.  The  House  in  1897  had 
adopted  the  plan  of  leaving  things  as  they  were,  and  had 
successfully  resisted  the  effort  of  the  refining  monopoly  to 
secure  more.  The  result  was  due  mainly  to  greater  party 
cohesion  and  more  rigid  party  discipline,  enforced  by  the 
genial  despotism  of  the  autocratic  Speaker  of  the  House. 
Certain  sections  of  the  act  revive  to  some  extent,  but 
in  somewhat  new  form,  the  policy  of  reciprocity  which 
had  been  incorporated  in  the  act  of  1890.*  One  of  these 
sections  provides,  in  almost  the  exact  phraseology  of  the 

*The7  are  in  Beotions  3  and  4  of  the  act  of  1897. 


Digitized  by 


Googk 


64  qUARTERLY  JOURNAL  OF  ECONOMICS 

earlier  act,  that  the  President,  if  satisfied  that  other  coun- 
tries impose  duties  that  are  "  reciprocally  unequal  and  un- 
reasonable," may  suspend  the  free  admission  of  certain 
specified  articles,-^  tea,  coffee,  tonka  beans,  and  vanilla 
beans, —  and  that  these  articles  shall  thereupon  be  subject 
to  duty,  coffee  at  three  cents  a  pound,  tea  at  ten  cents, 
and  so  on.  The  act  of  1890  had  held  out  the  threat  of 
duties  as  to  some  other  important  articles, —  sugar  and 
hides.  But  these  could  not  now  be  easily  used  for  the 
reciprocity  clauses,  being  dutiable  in  any  case.  Tonka 
beans  and  vanilla  beans,  even  though  imported  mainly 
from  the  tropical  parts  of  South  America,  can  hardly  be 
considered  weighty  substitutes. 

Quite  different  in  purpose,  and  designed  to  reach  coun- 
tries of  the  same  rank  in  power  and  civilization  as  the 
United  States,  are  some  provisions  which  contemplate  not 
fresh  duties,  but  a  reduction  of  those  imposed  by  the  new 
act.  In  the  first  place  the  President  is  authorized,  '^  after 
securing  reciprocal  and  reasonable  concessions,"  to  sus- 
pend certain  duties,  and  replace  them  by  duties  some- 
what lower.  The  articles  on  which  reduction  may  thus 
be  made  are  argol  (crude  tartar),  brandies,  champagne, 
wines,  paintings,  and  statuary.  The  country  aimed  at 
is  France.  The  higher  duties  on  silks  in  the  new  act 
will  especially  affect  this  country,  and  may  tempt  her  to 
reprisals.  Her  system  of  maximum  and  minimum  duties, 
adopted  in  1892,  was  expressly  devised  as  a  means  of  se- 
curing concessions  in  commercial  negotiations.  Now  the 
United  States  follows  suit,  and  arranges  her  own  system 
of  duties  in  such  manner  that  concessions  are  provided 
for  in  advance.  The  whole  has  somewhat  the  effect  of  a 
comedy,  each  country  enacting  high  duties  which  it  does 
not  really  care  to  enforce,  and  offering  concessions  which 
it  does  not  regard  as  real  concessions. 

More  important  in  its  scope,  but  so  limited  as  regards 
time  and  conditions  that  it  will  probably  be  without  ef- 
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feet,  is  the  next  section,  wbich  contemplates  commercial 
treaties  for  general  reductions  of  duties.  The  President 
may  conclude  treaties  providing  for  reductions  of  duty 
up  to  20  per  cent,  on  any  and  every  article.  But  the 
treaties  must  be  made  within  two  years  after  the  passage 
of  the  act.  They  may  provide  for  reductions  only 
through  a  period  not  exceeding  five  years.  They  must 
be  ratified  by  the  Senate,  and  further  "  approved  by  Con- 
gress " ;  that  is,  by  the  House  as  well  as  by  the  Senate. 
The  other  reciprocity  arrangements,  described  in  the 
preceding  paragraphs,  do  not  need  the  consent  even  of 
the  Senate.  The  arrangement  for  a  possible  general  re- 
duction of  duties  by  20  per  cent,  was  not  contained  in 
the  House  bill,  but  was  inserted  by  the  Senate  in  the 
course  of  its  amendment.  Restricted  as  it  is,  the  chance 
of  its  leading  to  any  practical  result  is  of  the  slightest. 

One  other  important  aspect  of  the  new  act  remains  to 
be  considered, —  its  fiscal  yield,  and  its  bearing  on  the 
probable  future  of  the   national  finances.    Designed  to 
give  protection  to  domestic  industries,  it  is  expected  also 
to  bring  to  the  Treasury  a  much-needed  increase  of  rev- 
enue.   This  combination  of  industrial  and  fiscal  policy  is 
too  common  in  the  history  of  the  United  States,  as  indeed 
in  that  of  other  countries,  to  have  aroused  much  comment. 
Yet  it  is  certainly  unfortunate  that  so  little  attention  was 
given  to  the  simple  question  of  revenue,  without  regard 
to  protection  or  free  trade.    Additional  taxes  on  beer  or 
on  tobacco  (not  to  mention  duties  on  tea  and  co£fee),  even 
though  so  moderate  in  rate  as  to  have  been  borne  easily 
by  consumers,  would  have  yielded  a  large,  steady,  and 
easily  collected  revenue.     Proposals   for  taxes  of    this 
sort  were  indeed  made  by  the  Senate  Finance  Commit- 
tee; but  most  of  them  were  struck  out  by  the  Senate 
itself,  and  hardly  a  trace  remained  in  the  act  as  passed. 
A  slight  increase  in  the  tax  on  cigarettes  and  a  modi- 
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fication  of  certain  rebates  in  the  taxes  on  beer  will 
bring  something  into  the  Treasury.  Barring  these  minor 
changes,  protective  duties,  and  these  only,  are  relied  on 
to  convert  the  deficit  into  a  surplus. 

Additional  revenue,  doubtless,  will  come  from  the  new 
tariff  act.  The  increased  duty  on  sugar  will  yield  a  fresh 
revenue,  and  one,  moreover,  whose  amount  can  be  fore- 
cast with  reasonable  certainty.  The  reimposition  of  duties 
on  wool  and  the  higher  duties  on  woollens  will  swell  the 
revenue  considerably.  Other  new  duties  or  higher  duties 
will  yield  something.  But  how  much?  On  this  question 
some  estimates  were  indeed  made  by  the  committees  who 
submitted  the  measure  to  the  two  branches  of  Congress. 
In  the  House,  the  Committee  on  Ways  and  Means,  in  its 
formal  printed  report,  estimated  that  the  revenue  would 
be  increased  by  seventy-six  millions  for  the  first  year 
(1897-98).  When  presenting  the  bill  to  the  House,  Mr. 
Dingley,  the  chairman  of  that  Committee,  stated  that, 
once  in  full  operation,  the  act  would  yield  a  round  hun- 
dred millions  of  additional  revenue.  Towards  the  close 
of  the  session,  when  the  conference  report  was  under 
consideration,  the  same  gentleman  remarked  that  a  great 
sum,  forty  millions  or  thereabouts,  had  been  lost  to  the 
Treasury  by  heavy  importations  during  the  discussion 
of  the  bill,  and  that  the  revenue  would  be  increased  for 
the  first  year  by  a  much  smaller  amount  than  he  had 
originally  expected ;  but  for  the  second  year  he  still  fore- 
cast a  great  gain,  of  some  eighty-five  millions.*  In  the 
Senate,  Mr.  Aldrich,  chairman  of  the  Committee  on 
Finance,  was  much  more  cautious.  Beyond  the  first 
year  he  ventured  on  no  prophecies.     But  for  that  year 

*  Among  the  souroeB  which  would  oontribate  to  this  handaome  final  gain 
in  revBnne,  Mr.  Dingley  mentioned  the  round  som  of  ten  millionB  of  doUais  (I) 
as  likely  tooomefrom  *^  personal  effeots  of  American  tonriats  arriTing  from 
Europe.'*  The  new  pnmaion  as  to  these  is  that  ^^  no  more  than  one  hundred 
doUais  in  value  of  articles  purchased  abroad  by  such  residents  of  the  United 
States  [residents  returning  from  abroad]  shall  be  admitted  free  of  duty  on  their 
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(1897-98)  he  estimated  that  the  bill  would  not  yield 
enough  revenue  to  cover  the  expenditures.  Hence  the 
Senate  Committee  proposed  the  additional  means  of  se- 
curing revenue,  to  which  reference  has  already  been 
made, — an  increase  in  the  internal  taxes  on  beer  and 
tobacco  and  a  slight  import  duty  on  tea.  The  new  taxes 
on  tea  and  on  beer  were  to  last  for  three  years,  until 
1900,  indicating  that,  in  the  judgment  of  this  committee, 
the  tariff  changes,  even  after  tJie  first  year,  would  not 
yield  what  was  needed,  unless  re-enforced  by  additional 
sources  of  revenue. 

It  would  be  idle  to  follow  the  details  on  which  these 
calculations  rested,  or  to  inquire  whether  one  or  another 
had  the  better  basis ;  for,  in  truth,  they  all  rest  on  guess- 
work. Supposing  the  imports  to  remain  the  same  as  in 
some  previous  year,  it  is  possible  to  state  what  a  given 
rate  of  duty  will  yield ;  but  no  one  can  foretell  with  any 
approach  to  accuracy  what  the  imports  will  be.  This  is 
more  particularly  the  case  with  imports  of  protected  arti- 
cles and  the  revenue  derived  from  them.  Sugar  alone, 
once  the  rate  of  duty  is  fixed,  yields  a  fairly  regular 
amount.  Being  an  article  of  steady  consumption,  mainly 
secured  by  importation,  it  belongs,  so  far  as  the  financial 
effects  of  the  duty  are  in  question,  in  the  same  class  as 
tobacco,  beer,  spirits,  which  bring  to  the  Treasury  a 
steady  and  calculable  revenue.  Setting  aside  sugar,  we 
have  dutiable  imports  that  fluctuate  greatly  and  unexpect- 
edly from  year  to  year.  Even  with  rates  unchanged,  it  is 
impossible  to  know  in  advance  with  any  degree  of  cer- 
tainty what  the  revenue  will  be.  In  times  of  activity 
imports  tend  to  rise,  and  the  revenue  swells.  In  times  of 
depression  they  tend  to  fall,  and  the  revenue  shrinks. 
He  who  could  foretell  the  oscillation  of  the  indnstrial 
tides  would  have  something  on  which  to  base  an  estimate 
of  the  direction  at  least,  if  not  of  the  rate,  in  the  move- 
ment of  the  national  revenues.    But  even  for  the  most  ex- 
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perienced  observer  and  under  stable  rates  of  duty,  there 
must  always  be  a  large  margin  of  uncertainty  in  estimates 
of  the  future  tariff  revenue.  With  rates  much  changed, 
no  estimate  can  be  more  than  a  guess. 

The  uncertainty  as  to  the  yield  of  the  act  of  1897 
serves  to  bring  into  vivid  relief  once  more,  not  only  the 
haphazard  character  of  our  fiscal  methods,  but  the  need 
of  a  thorough  reform  in  the  monetary  system.  Much  has 
been  said  of  late  as  to  the  beneficial  effects  of  a  surplus 
in  enabling  the  Treasury  to  fulfil  its  obligations  for  the 
maintenance  of  gold  payments;  and  it  has  even  been 
preached  that  a  surplus  is  the  one  thing  needful.  What- 
ever be  the  future  course  of  legislation  on  the  monetary 
system, —  whether  towards  a  separation  of  the  monetary 
from  the  strictly  fiscal  duties  of  the  Treasury,  or  towards 
a  more  trenchant  reform,  by  putting  an  end  to  its  paper 
issues  once  for  all, — it  is  of  prime  importance  that  it  have 
a  free  hand  in  meeting  its  regular  disbursements,  as  well 
as  in  preparing  for  any  new  system.  But  the  revenue 
from  such  an  act  as  the  new  tariff  act  is  simply  a  matter 
of  luck ;  and,  if  enough  or  more  than  enough  is  provided 
in  one  year,  less  than  enough  is  likely  to  be  provided  in 
another.  It  would  be  too  much  to  hope  for  a  radical 
change  in  our  fiscal  methods,  such  as  to  secure  a  more 
regular  and  accurate  balancing  of  receipts  and  expendi- 
tures. But,  surely,  the  monetary  system  could  be  extri- 
cated from  the  confusion,  and  set  on  some  rational  and 
well-defined  basis  of  its  own. 

As  it  happens,  the  prospects  for  the  next  few  years 
warrant  the  expectation  that  the  act  of  1897  will  so  raise 
the  revenue  as  to  enable  the  expenditures  to  be  met,  and 
will  remove  for  the  time  being  that  complication  in  the 
general  situation.  The  enormous  exports  of  1896  and 
1897,  fortunate  for  the  United  States,  as  were  those  of 
1878-81,  will  sooner  or  later  be  followed  by  inflowing 
imports.    How  large  the  inflowing  stream  will  be,  what 
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proportion  of  dutiable  and  non-dutiable  imports  it  will 
contain,  must  be  uncertain.  The  only  thing  that  can  be 
predicted  is  that, — once  the  heavy  imports  brought  in 
before  the  act  are  out  of  the  way, —  imports  and  revenue 
will  rise  for  the  next  two  or  three  years.  For  a  while 
the  Treasury  is  likely  to  be  unembarrassed,  and  will  have 
a  comparatively  easy  task  in  performing  its  double  duties 
of  paying  the  expenses  of  the  government  and  of  main- 
taining the  solidity  of  the  circulating  medium. 

Whether  this  will  prove  to  be  real  good  fortune  depends 
on  the  use  made  of  the  favoring  opportunity.  The  experi- 
ence of  the  time,  now  near  twenty  years  ago,  when  specie 
payments  were  resumed,  may  serve  as  an  example  and  a 
warning.  Then,  too,  there  was  a  combination  of  favoring 
conditions, —  fall  crops  and  a  large  export  demand,  com- 
ing at  a  time  when  liquidation  after  the  crash  of  1873  had 
been  nearly  completed.  Hence  the  resumption  of  specie 
payments  was  successfully  accomplished,  notwithstanding 
legislative  provisions  singularly  ill  defined  and  apparently 
inadequate.  This  was  rare  good  fortune.  But  it  caused 
a  feeling  that  all  had  been  done  that  needed  to  be  done, 
and  encouraged  a  policy  first  of  drifting,  then  of  reckless 
experimenting,  which  finally  brought  disaster  in  1893,  and 
a  renewed  contest  for  sound  money,  after  all  only  half 
settled  in  1896.  Very  possibly,  if  the  conditions  of  1878- 
81  had  been  less  favorable,  if  the  effort  for  resumption 
then  had  failed,  we  should  have  had  a  more  earnest  effort 
for  definitive  reform  and  a  better  final  outcome.  The  same 
danger  is  before  us  now.  The  good  fortune  of  the  pres- 
ent may  once  again  cause  drifting,  inaction,  the  continu- 
ance of  vicious  and  inherently  dangerous  monetary  condi- 
tions, and  so  may  lead  eventually  to  another  crisis,  another 
struggle,  and  a  further  period  of  anxious  unsettlement. 
It  remains  to  be  seen  whether  the  propitious  occasion  will 
be  seized,  and  whether  some  setting  of  our  house  in  order 
will  be  accomplished. 

F.  W.  Taussig. 
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DISTRIBUTION  OP  SMALL  BANKS  IN  THE  WEST. 

The  tables  in  the  Appendix,  compiled  from  official  returns, 
show  the  distribution  of  small  banks,  private,  State,  and  na- 
tional, in  several  of  the  Western  States  where  there  is  a  re- 
markable development  of  banking  under  State  laws.  Banks 
are  classified  according  to  the  amounts  of  their  capitals,  and 
towns  according  to  the  numbers  of  their  inhabitants.  The 
number  of  banks  of  each  class  in  towns  of  each  class  is  shown, 
and  vice  versa  the  number  of  towns  of  each  class  having  banks 
of  a  given  size. 

The  tables  show  a  large  number  of  small  State  and  private 
banks  in  small  towns.  In  each  table  of  private  banks,  except 
for  Nebraska,  the  largest  number  is  in  the  upper  left-hand 
comer,  showing  how  many  banks  having  not  more  than  15,000 
capital  are  in  towns  whose  population  does  not  exceed  five 
hundred.  In  the  table  of  South  Dakota  State  banks,  also, 
the  largest  number  is  found  in  the  corresponding  space.  The 
largest  numbers  in  the  other  State  bank  tables,  and  in  the 
table  of  private  banks  for  Nebraska,  are  in  the  spaces  for 
banks  whose  capital  is  not  more  than  110,000  each  in  towns  of 
five  hundred  inhabitants  or  less.  110,000  is  the  commonest 
figure  of  State  bank  capital.  It  should  be  noted  that  the 
minimum  capital  allowed  by  law  to  State  banks  is  $10,000  in 
Missouri  and  15,000  in  Kansas,  Nebraska,  and  the  Dakotas. 

It  will  be  seen  from  the  horizontal  lines  of  totals  that  in 
Missouri  somewhat  more  than  one-half  of  the  State  banks  are 
in  towns  the  population  of  which  does  not  exceed  one  thou- 
sand. In  Kansas  and  Nebraska  two-thirds  of  the  State  banks 
are  in  such  towns,  and  in  the  Dakotas  nearly  all  of  them. 
Most  of  the  private  banks,  too,  are  found  in  small  towns. 

The  fact  that  in  the  region  under  consideration  the  State 
and  private  banks  are  small  and  are  in  little  villages  will  be 
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seen  olearly  if  on  each  of  the  tables  of  such  banks  a  line  is 
dra^VTL  from  the  lower  left-hand  comer  to  the  upper  right- 
hand  comer.  The  figures  that  fall  below  the  lines  are  few 
or  small, —  somewhat  fewer  and  smaller,  of  course,  in  the 
tables  of  private  banks  than  in  those  of  State  banks.  The 
figures  in  the  State  bank  tables  above  the  lines  drawn  as 
suggested  are  large.  There  is,  it  seems,  no  great  obstacle  to 
the  organization  in  little  towns  of  little  State  banks. 

It  is  a  natural  question,  then,  Why  are  there  any  private 
banks  at  all?  It  is  true,  they  have  more  freedom  in  their 
operations;  but  this  reason  does  not  often  determine  the 
establishment  of  banks  without  charters,  for  the  laws  of  all 
these  States  except  South  Dakota  impose  some  restrictions 
on  private  banks,  and  even  South  Dakota  exercises  super- 
vision of  them. 

In  most  States  the  controlling  reason,  probably,  is  that  the 
small  capital  needed  for  a  bank  in  a  little  town  is  often 
supplied  by  one  or  two  men,  and  that,  if  the  bank  is  to  be 
incorporated,  these  capitalists  must  set  up  several  '<  straw 
men  "  to  complete  the  number  of  ^'  directors "  prescribed  for 
incorporated  banks. 

In  South  Dakota,  however,  many  private  banks  exist, 
because  the  law  requires  no  minimum  capital  for  them.  Two 
private  banks  are  returned  as  having  no  capital  at  all.  Four 
have  not  more  than  91,000  each,  and  ten  others  have  each 
less  than  95,000. 

No  attempt  is  made  in  these  tables  to  show  in  what  very 
little  hamlets  State  banks  are  found.  Seven  Missouri  villages 
having  no  more  than  one  hundred  people  have  State  banks, 
the  average  capital  being  about  the  legal  minimum,  910,000. 
There  are  in  Nebraska  thirteen  such  towns  with  banks  having 
an  average  capital  of  98,000.  Eight  such  villages  in  Kansas 
have  banks  with  an  average  capital  of  more  than  96,000. 
About  the  same  average  capital  is  found  in  seven  Dakota 
banking  towns  of  this  size.* 

•Of  oonne,  taeh  towns  as  thmt  do  not  alono  support  banks.  The  flUages 
are  simply  conrenient  trading-points  for  farmers.  Besides  the  Uttle  bank  there 
Is  In  eaoh  a  railroad  station  from  which  the  farmers  conyeniently  ship  cattle 
and  grain,  when  these  are  not  bought  np  by  the  middleman  the  town  Is  svre  to 
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Examining  the  tables  again,  one  sees  that  State  and  private 
banks  have  a  monopoly  in  towns  whose  population  is  one 
thousand  or  less,  except  in  North  Dakota,  where  nearly  one- 
half  of  the  national  banks  are  in  such  towns.  There  are 
national  banks  in  some  very  small  Kansas  and  Nebraska  vil- 
lages, bat  they  are  few  compared  to  the  total  for  the  State. 

Let  the  reader  cover  the  npper  portions  of  the  tables,  so 
that  only  the  figures  of  banks  with  more  than  $40,000  capital 
are  visible.  Now,  leaving  Missouri  out  of  account  for  the 
moment,  practically  every  figure  in  each  ^^  national "  table  is 
greater  than  the  figure  in  the  corresponding  spaces  in  the 
«*  private  "  and  '*  State  "  tables.  Except  for  the  restriction  on 
capital,  the  people  prefer  national  banks;  and  that  is  why 
there  are  national  banks  in  little  North  Dakota  towns. 

In  Missouri  the  State,  banking  system  is  evidently  much 
preferred.  State  banks  were  established  all  over  Missouri 
while  the  total  of  national  bank  currency  was  limited  by 
statute,  and  while  it  was,  therefore,  impossible  to  supply  the 
growing  need  for  increased  facilities  by  organizing  national 
banks.  Except  in  Kansas  City  and  St.  Joseph,  which  grew 
rapidly  in  the  eighties  and  became  national  banking  towns, 
the  State  banking  tradition  has  generally  persisted.  Missouri 
is,  therefore,  an  exception  to  the  preference  for  national 
banks  discovered  in  the  other  States. 

It  has  been  proposed,  and  the  proposition  has  been  sanc- 
tioned by  the  American  Bankers'  Association,  to  authorize 
the  establishment  of  national  banks  with  125,000  capital.  The 
measure  would  not  answer  the  purpose  for  which  it  is  in- 
tended, even  if  all  State  banks  capitalized  at  925,000  or 
more  went  into  the  national  system.  It  will  be  seen  that 
considerably  more  than  one-half  of  the  State  banks  in  Kansas, 
Nebraska,  and  Missouri  and  more  than  three-fourths  of  those 
in  Dakota  have  not  more  than  120,000  capital  each.  If  it  is 
desirable  to  establish  a  uniform  banking  system,  another  way 
must  be  found. 

Thornton  Cooks. 

afford.  There  is  a  post-offloe  in  the  **  general  atore."  Livery  stable  and  blaok- 
■mlth  sliop  are  not  far  off.  Coal  and  lumber  are  for  sale  somewhere,  perhaps  at 
the  grain  dealer's  "office*';  and  there  is  snre  to  be  a  carpenter  in  thcTiUace. 
Tlie  writer  knows  of  a  Tillage  where  the  banker  himself  is  the  carpenter. 
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ELEMENTARY  ECONOMICS  IN  SCHOOLS  AND 
COLLEGES. 

To  secure  information  on  the  subject  of  this  note,  a  circu- 
lar letter  and  a  blank  form  of  questions  were  sent  to  two  hun- 
dred educational  institutions,  selected  in  such  manner  so  as  to 
represent  all  sections  of  the  United  States. 

Ninety-one  colleges  of  moderate  size  were  written  to,  ex- 
cluding those  solely  for  women,  but  including  many  so-called 
universities.  Of  these,  thirty-nine  replied;  and  in  all  eco- 
nomics had  a  place  in  the  courses  of  study. 

The  questions  were  also  sent  to  thirty-five  public  normal 
schools  and  to  a  large  number  of  high  schools.  The  list  of 
high  schools  written  to  included  those  in  all  cities  (except 
four)  having  over  75,000  inhabitants  at  the  census  of  1890, 
and  in  some  of  the  smaller  cities  down  to  17,000  in  popu- 
lation. 

The  question  whether  economics  was  included  in  the  course 
of  study  or  not,  when  put  to  normal  and  high  schools,  brought 
some  interesting  results.  According  to  the  answers  to  this 
question,  three  distinct  groups  of  States  appear.  The  New 
England  States,  New  York,  Pennsylvania,  and  New  Jersey, 
which  I  call  group  I.,  show  a  tendency  to  leave  economics  to 
the  colleges.  The  normal  schools  in  this  region,  as  far  as 
heard  from,  omit  the  study  altogether.  Group  II.  includes 
the  central  States,  taking  in  also  Missouri  and  Colorado. 
Here  economics  is  usually  taught  in  the  best  high  schools  and 
normal  schools.  Group  III.  includes  all  of  the  old  slave 
States  except  Missouri  and  the  extreme  Western  States.  The 
meagre  returns  from  this  region  give  no  evidence  of  any  set- 
tled custom.  The  normal  schools  sometimes  have  economics, 
but  the  high  schools  rarely.  The  following  tabulation  of  the 
answers  shows  the  characteristics  of  the  three  groups.  The 
returns  from  Wisconsin  schools  are  excluded  for  obvious 
reasons:  — 
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NOBXAL  SOHOOLS. 

High  Sohools. 

OBOUPS. 

1 

1 

£ 

1 

1 

< 

^ 

I.       TheBast 

n.     Central  States    .... 
ni.    Booth  and  Far  West  .    . 

10 
IS 
12 

8 

7 

4 

0 
6 

8 

8 
2 

1 

20 
28 
25 

8 
U 

7 

6 
10 

4 

S 

1 
8 

Totals 

85 

14 

8 

6 

78 

26 

12 

T 

Some  interesting  facts  appeared  which  the  table  does  not 
tell.  The  cities  whose  high  schools  replied  in  the  negative  in- 
dade  one  with  a  population  in  1890  of  168,000,  two  of  88,000» 
one  of  54,000,  one  of  40,000,  and  one  of  84,000,  indicating  that 
the  exclusion  of  economics  was  not  due  to  lack  of  proper 
teachers  or  books  or  to  any  weakness  in  the  schools.  In 
North  Dakota  economics  is  included  in  the  course  of  study 
prescribed  for  high  schools  by  the  State  board.  In  Wisconsin 
the  good  high  schools,  with  but  few  exceptions,  offer  econom- 
ics. So  also  do  all  of  the  seven  State  normal  schools.  The 
four  high  schools  which  returned  affirmative  answers  from 
group  III.  were  in  Washington,  Jacksonville,  Los  Angeles, 
and  Louisville, —  cities  where  we  might  expect  characteristics 
foreign  to  the  section  in  which  they  are  placed. 

The  following  table  is  based  on  the  returns  received. 
Three  Wisconsin  normal  schools  are  included. 

The  number  of  weeks'  work  is  on  the  basis  of  five  recita- 
tions a  week ;  but  the  figures  on  this  point  are  only  approxi- 
mate, as  the  returns  in  some  cases  were  inexact.  Three 
teachers  confessed  that  they  had  never  studied  economics 
before  teaching  it.  Fifteen  institutions  do  little  or  no  work 
outside  of  the  text-book,  and  four  have  no  written  work  except 
final  or  term  examinations.  In  very  few  cases  did  evidence 
appear  that  the  work  in  economics  was  in  any  way  related  to 
the  work  in  history  or  political  science.    Except  in  large  col- 
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Number  of  retans  zeceired 

Tiie  instractor : 

Ph.D 

Studied  at  nniyentty 

College  gradnmte 

Teaches  hietoiy,  ciyics,  and  the  like 

Teachee  other  classes 

Pteddent 

Amoant  of  work : 

Arerage  nnmber  of  weeks,  elementarj 
course 

Beqmred 

Optional 

Adranced  work  offered 

Text-book: 

Walker 

Tianghlin 

Elr 

Others 

Anthois  most  used  for  reference : 

Mill 

ElT 

Adam  Smith 

Walker 

Langhlin 

M««iImJ1 

Methods: 

Ttoxt-book  nsed  as  basis 

Topical  method 

Written  work,  orer  and  above  esami- 


COLLSGBS. 


38 

4 
IS 
18 
18 

6 
12 


16.1 

S5 

12 

7 

21 
0 
5 
9 

13 
12 

8 

6 
10 

8 

30 

7 

28 


NOBXAIi 
SCHOOLS. 


11 
0 

3 

4 

1 

6 
2 


14.6 
10 

1 
1 

8 

4 
2 
2 

3 

1 
2 
1 
2 
0 

8 
2 


HlOH 
Schools. 


19 

0 
5 
7 
3 
9 
0 


18.7 
9 
9 
0 

6 
9 
0 

4 

5 
3 
2 
6 
0 
2 

15 

4 

14 


leges  with  many  electives  the  study  usually  comes  in  the  last 
year's  work  after  all  the  history ;  but  there  are  numerous  ex- 
ceptions to  this  rule. 

FsBDBBioK  R.  Clow. 
Statb  "Sobmajl  School,  Oshkosh,  WisooKsnr. 
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BELLAMY'S  "EQUALITY." 

Eight  years  ago  I  had  the  privilege  of  publishing  in  this 
Journal  an  article  on  "Nationalism  in  the  United  States." 
This  was  the  name  given  by  the  disciples  of  Mr.  Edward 
Bellamy  to  a  movement  intended  to  realize  gradually  the  ideas 
set  forth  in  Looking  Backward.  The  numerous  Nationalist 
Clubs  formed  with  this  end  in  view  have  since  met  the  fate 
which  was  naturally  predicted  for  them ;  and  but  very  few  now 
survive,  much  diminished  in  membership  and  in  confidence  in 
the  realization  of  their  vision.  Mr.  Bellamy  himself  estab- 
lished a  weekly  paper,  The  New  Nation^  in  Boston,  which  led 
two  or  three  years  of  rhetorical  existence,  and  then  ceased,  like 
its  predecessor.  The  Nationalist  magazine.  Those  who  had 
always  recognized  Mr.  Bellamy's  great  gifts  as  an  imaginative 
writer  hoped  that  he  would  return  to  pure  literature,  and  pro- 
duce works  which  would  redeem  the  promise  held  out  by 
Dr.  Sisidenhojff^s  Process  and  Miss  Ludington^s  Sister^  and 
gain  for  their  author  a  sure  place  in  the  front  rank  of  Ameri- 
can novelists.  These  hopes  have  been  disappointed.  Mr.  Bel- 
lamy has  apparently  abandoned  fiction,  and  has  at  length 
broken  the  sOence  of  several  years  with  a  volume  which  is 
neither  a  novel  nor  a  treatise  on  socialism  in  scientific  form, 
but  a  prolonged  reduplication  of  the  monologues  of  Dr.  Leete, 
the  part  of  Looking  Backward  which  had  least  interest  for 
most  of  its  readers. 

Mr.  Bellamy  has  reserved  the  right  of  dramatization,  and  his 
preface  speaks  of  "  the  former  story."  But  "  story,  God  bless 
you  I"  Equality  has  "none  to  tell,"  any  more  than  Can- 
ning's needy  knife-grinder.  There  is  no  plot  or  incident  in 
it,  unless  crossing  Boston  Common  or  attending  a  school  exami- 
nation in  one  of  the  Boston  suburbs  can  be  called  incident. 
As  for  a  drama  to  be  founded  on  the  book,  all  the  parts  in  it 
would  need  to  be  omitted  except  that  of  Hamlet ;  for,  whoever 
talks,  the  style  is  the  same.  Edith  Leete,  Julian  West,  Doctor 
Leete,  the  master  or  the  pupils  of  the  Arlington  Orammar 
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School, —  all  employ  the  same  rhetoric  and  logic.  Any  given 
page  might  be  the  report  of  the  language  of  one  or  another  of 
these.  The  monotony  of  style  and  reasoning  is,  indeed,  sur- 
prising from  an  author  of  Mr.  Bellamy's  ingenuity ;  but  char- 
acterization, as  I  formerly  remarked,  is  not  his  forte.  A  work 
from  his  hand  in  which  there  is  no  attempt  at  portrayal  of 
odd  persons  or  relation  of  curious  psychological  complications 
takes  him  into  a  field  remote  from  the  sphere  of  his  real 
talents.  From  the  literary  standpoint,  Equality  is  hard  read- 
ing; and,  if  established  socialism  is  to  produce  many  works  of 
this  order,  the  readers  of  the  literature  of  power  may  well  pray 
for  the  long  postponement  of  its  coming. 

Nine  years  of  most  commendable  absence  from  any  seeking 
after  notoriety  by  Mr.  Bellamy,  in  which  he  has  been  quietly 
absorbed  for  the  most  part  in  developing  his  ideas,  have  done 
nothing  to  shake  his  confidence  in  their  value.  The  four  hun- 
dred closely  printed  pages  of  JEquality  contain  no  hint  of  a 
weakening  of  the  robust  self-esteem  as  a  prophet  which  he 
formerly  cherished.  A  considerable  portion  of  the  book  is 
naturally  occupied  with  describing  the  probable  process  of 
transition  from  the  capitalistic  regime  of  this  century  to  the 
collectivism  which  is  promised  to  be  in  full  blast  in  fifty  years. 
Like  many  other  prophets  of  social  change,  Mr.  Bellamy  very 
greatly  miscalculates  the  date  of  their  arrival.  Millenniums 
expected  ^by  express  to-morrow,**  the  sagacious  Hosea  Big- 
low  found,  ^^vnU  miscarry."  If  Americans  of  1950  should  not 
see  collectivism  triumphantly  established,  they  might,  perhaps, 
rationaUy  expect  it  for  the  citizens  of  2050  a.d.,  in  view  of 
actual  processes  easily  interpreted.  It  would  be  only  a  slight 
fault  in  Mr.  Bellamy  if  he  simply  anticipated  by  a  century  or 
two  the  sure  coming  of  his  ideal  State.  But  he  has  more 
rashly  made  prophecies  with  equal  confidence  of  what  might 
be  expected  within  ten  years'  time.  In  1889  he  declared  that 
'Hhe  people  of  the  United  States  will  have  virtually  decided 
.  • .  within  ten  years  .  • .  upon  the  choice  between  Plutocracy 
or  Nationalism"  on  account  of  the  monstrous  iniquities  of 
trusts.  Eight  years  have  gone  by,  and  such  a  choice  seems 
not  to  have  been  made  nor  to  be  a-making.  On  the  contrary, 
the  hysterics  over  trusts,  which  were  so  prevalent  in  1889, 
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have  subsided  in  great  degree ;  and  oorobinations  of  sellers  are 
gradually  being  recognized  as  a  natural  and  inevitable  deyel- 
opment  of  modem  conditions,  as  much  so  as  combinations  of 
wage-earners.  Both  trade-unions  and  trusts  need  strict  regu- 
lation in  the  interests  of  the  public  welfare ;  and  this  thej  will 
graduaUy  receive,  as  hysteria  and  rhetorical  denunciation  sub- 
side, and  coolness  and  science  dominate  the  hour.  One  looks 
in  vain  in  MguaUty^  however,  for  any  trace  of  effect  upon  Mr. 
Bellamy  of  sober  studies  of  trusts,  like  those  of  Professor 
Jenks  or  Dr.  Yon  Halle.  In  other  directions  the  absence  of 
maturer  thought  or  wider  information  than  before  is  also 
powerfully  felt.  The  author  remains,  after  nine  years,  a  slave 
to  sentimentalism  and  the  ready  captive  of  fallacies  without 
nunlber. 

A  careful  reading  of  this  new  volume  has  shown  no  change 
of  view  on  the  author's  part  in  any  fundamental  or  important 
matter.  The  abundant  elaboration  of  the  sketch  made  in 
Looking  BackuKtrd  puts  a  few  matters  in  a  somewhat  differ- 
ent light ;  but  it  only  brings  out  more  fully  the  contempt 
which  Mr.  Bellamy  feels  for  all  those  who  have  had  a  thorough 
training  in  economics  and  politics,  or  who  cherish  respect  for 
recognissed  authorities  in  either  of  these  departments  of  knowl- 
edge. Says  the  serenely  infallible  Dr.  Leete  (pp.  21,  22) :  ^  It 
is  a  very  sympathetic  task  to  explain  the  slowness  of  the 
masses  in  feeling  their  way  to  a  comprehension  of  all  that  the 
democratic  idea  meant  for  them;  but  it  is  one  equally  difficult 
and  thankless  to  account  for  the  blank  failure  of  the  philoso- 
phers, historians,  and  statesmen  of  your  day  to  arrive  at  an 
intelligent  estimate  of  the  logical  content  of  democracy  and  to 
forecast  its  outcome. ...  If  your  pedagogues,  college  pro- 
fessors, and  presidents,  and  others  who  were  responsible  for 
your  education,  had  been  worth  their  salt,  you  would  have 
found  nothing  in  the  present  order  of  economic  equality  that 
would  in  the  least  have  amazed  you."  At  the  examination  of 
girls  and  boys,  thirteen  or  fourteen  years  old,  in  the  Arlington 
School,  we  learn  that  the  so-called  political  economists,  before 
the  Revolution  which  brought  in  socialism,  had,  in  truth,  no 
"conception  whatever"  of  what  political  economy  is.  The 
boy  George,  who  gives  this  modest  opinion,  is  asked  if  he  has 
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ever  '^  looked  over  anj  of  the  treatises  which  our  forefathers 
caUed  political  economies.''  He  answers  that  'Hhe  title  of 
the  leading  work  under  that  head  was  enough  for  me.  It  was 
called  The  Wealth  of  Nations.  . .  .  What  meaning  could  it 
[this  title]  conceivablj  have  had  as  applied  to  a  book  written 
nearly  a  hundred  years  before  such  a  thing  as  a  national  eco- 
nomic organization  was  thought  of?" 

The  account  of  the  state  of  things  in  our  nineteenth  century 
given  by  persons  entertaining  such  an  unflattering  view  of 
our  economics  and  our  economists  may  easily  be  imagined. 
For  Mr.  BeUamy  this  is  a  world  of  black  and  white  only: 
there  are  no  shades  or  neutral  tints.  We  pass  immediately 
from  one  extreme  to  another,  and  discrimination  seems  to  have 
ceased  to  be  needful.  Competition  we  see,  when  unhindei^d, 
produces  eyil  effects:  therefore,  all  competition  must  be 
abolished.  Go-operation  is  a  good  thing :  therefore,  let  us  con- 
clude that  it  is  the  only  good  thing.  Equality  works  well  in 
politics  (just  how  well  Mr.  Bellamy  fails  to  inform  us, —  we 
hear  little  of  Tammany  or  the  boss  system  in  these  pages); 
therefore,  let  us  have  it  everywhere.  There  is  a  remarkable 
accumulation  of  great  wealth  in  a  few  hands  to-day ;  therefore, 
the  process  must  needs  go  on  until  the  multitude  are  starving 
and  billionaires  are  numerous.  On  no  single  subject  can  one 
find  in  JEquality  a  discriminating  and  reasoned  statement  of 
good  and  bad  in  men  or  situations  or  tendencies.  The  nalvet6 
of  Mr.  Bellamy's  own  economics  is  amusingly  shown  in  his 
pages  showing  ^'  how  money  lost  its  value "  in  the  transition 
to  collectivism  (pp.  357,  ff.).  The  government,  it  seems,  had 
established  ^a  public  store  system,"  by  which  *<  public  em- 
ployees could  procure  at  cost  all  provisions  of  necessity  or 
luxury  previously  bought  at  private  stores.  The  idea  was 
the  less  startling  for  not  being  wholly  new.  It  had  been  the 
custom  of  various  governments  to  provide  for  certain  of  the 
needs  of  their  soldiers  and  sailors  by  establishing  service  stores 
at  which  everything  was  of  absolutely  guaranteed  quality,  and 
sold  strictly  at  cost.  [Can  Mr.  Bellamy  be  thinking  of  the  Army 
and  Navy  codperative  stores  in  London  ?]  At  first  the  goods 
in  these  stores  were  of  necessity  bought  by  the  government 
of  the  private  capitalists,  producers,  or  importers.    On  these 
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the  public  employee  saved  all  the  middlemen's  and  retailers' 
profits."  Soon  'Hhe  govemment  added  the  fmiction  of  pro- 
duction to  that  of  distribution ''  bj  establishing  great  food  and 
cotton  farms,  and  starting  innumerable  shops  and  factories. 
The  farmers  were  glad  to  make  over  their  farms  on  condition 
of  receiving  steady  employment,  and  the  owners  of  factories 
that  had  long  stood  idle  jumped  at  the  offer  of  a  very  low 
rate  of  interest  for  their  property.  Now  "ordinary  money 
was  not  received  in  the  public  stores,  but  a  sort  of  scrip  can- 
celled on  use  and  good  for  a  limited  time  only.  The  publio 
employee  had  the  right  of  exchanging  the  money  he  receive^ 
for  wages,  at  par,  into  this  scrip.  While  the  government  issued 
it  only  to  public  employees,  it  was  accepted  at  the  public  stores 
from  any  who  presented  it. . . .  It  thus  became  a  currency 
which  commanded  three,  four,  and  five  hundred  per  cent,  pre- 
mium over  money,  which  would  only  buy  the  high-priced  and 
adulterated  goods  for  sale  in  the  remaining  stores  of  the  capi- 
talists. The  gain  of  the  premium  went,  of  course,  to  the  em- 
ployees." This  "  was  in  the  earlier  stages  of  the  transition. 
Toward  the  last  the  premium  mounted  to  ever  dizsier  alti- 
tudes, until  the  value  of  money  quite  disappeared,  it  being 
literally  good  for  nothing  as  money." 

Mr.  Bellamy  has  given  his  imagination  equally  free  range 
in  allotting  $4,000  per  year  as  the  equal  share  of  each  man, 
woman,  and  child  in  his  Utopia  (p.  29).  If  he  were  to  divide 
the  total  income  of  the  United  States  by  the  entire  number 
of  the  population  to-day,  the  result  would  be  much  nearer  to 
1400  than  to  14,000.  How  this  sum  could  be  multiplied  ten^ 
fold  inside  of  fifty  years  or  so  he  quite  fails  to  point  out. 
Undoubtedly  there  would  be  a  notable  decline  in  the  number 
and  importance  of  inventions  in  a  socialistic  state.  If  parents, 
by  increasing  the  number  of  their  family,  could  add  14,000  for 
each  child,  the  possession  of  a  large  number  of  children  would 
be  a  much  sorer  and  easier  path  to  comfort  than  the  toilsome 
struggles  of  the  inventor.  Mr.  Bellamy's  closing  pages  are 
devoted  to  one  of  those  triumphant  refutations  of  Malthus  so 
dear  to  the  sentimentalist.  It  would  seem  a  very  simple 
problem,  however,  to  imagine  the  effect  of  a  state  premium 
on  population,  such  as  the  equal  income  guaranteed  every 
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man,  woman,  and  child.  Here,  as  in  many  other  directions, 
Mr.  Bellamy  bids  a  long  farewell  to  human  nature  and  its 
permanent  tendencies  for  good  or  for  ill,  which  make  difficult, 
if  not  impossible,  the  erection  of  a  socialistic  state.  He  has 
all  the  marks  of  the  dreamer  and  the  doctrinaire.  Witness 
his  depreciation  of  the  ralue  of  municipalization  or  nationaliza- 
tion of  water- works,  lighting  plants,  ferries,  electric  and  steam 
railways,  coal  mines,  and  the  liquor  trade  (p.  353).  <^Even  if 
this  entire  class  of  businesses  was  made  public  and  run  at 
cost,  the  cheapening  in  the  cost  of  living  to  the  community 
thus  effected  would  presently  be  swallowed  up  by  reductions 
of  wages  and  prices,  resulting  from  the  remorseless  operation 
of  the  competitive  profit  system."  The  whole  treatment  of 
^^  natural  monopolies  "  by  Mr.  Bellamy  may  be  commended  to 
the  consideration  of  the  labor  unions  that  look  upon  him 
with  admiration  as  an  authority  in  economics. 

For  Mr.  Bellamy  there  is  one  magic  password  to  perfect 
happiness  here  below.  Equality  is  that  word.  He  seems  to 
have  no  vision  for  the  difficulties  and  dangers  of  political 
equality,  which  make  philosophic  observers  maintain  that 
democracy  is  still  on  trial  before  the  world.  He  assumes  its 
complete  triumph  and  entire  justification  in  all  its  results. 
Thus  viewed,  he  presents  it  as  the  inevitable  logical  ante- 
cedent to  complete  industrial  equality,  the  entire  reversal  of 
the  present  natural  hierarchy  of  industry,  where  intellect  and 
capital  are  foremost.  Mr.  Bellamy  is  so  enamoured  of  equality 
for  the  workingman,  however,  that  he  actually  subordinates 
the  professional  classes  to  them.  Though  entitled  to  vote,  no 
member  of  a  profession  is  eligible  for  the  Presidency  of  his 
Utopia.  This  equality  seems  much  like  the  '^  nothing  but 
silence"  that  the  Irish  policeman  demanded  of  his  prisoner, 
"  and  moighty  little  of  that ! "  Far  from  resembling  freedom, 
as  we  conceive  it,  this  Utopia  is  an  industrial  bureaucracy  of  the 
strictest  pattern.  Upon  that  ever-desirable  equalization  of 
the  lot  of  the  poor  with  standards  of  decency  and  comfort 
which  comes  from  education,  from  the  fullest  encouragement 
of  inventive  and  executive  talent,  from  the  greater  moraliza- 
tion  of  all  classes,  he  turns  his  back.  Mecelience  is  the  far 
nobler  watchword  of  a  progressive  civilization.    To  excel  is  to 
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be  aneqaal,  to  leave  the  masses  behind  for  a  time.  But  the 
sure  result  of  an  individual's  excellence  is  the  slow  or  speedy 
profit  of  all,  whether  it  be  intellectual  or  moral  or  both. 
Equality  is  but  a  barren  motto  by  the  side  of  ezoeUence.  As 
conceived  by  Mr.  Bellamy,  it  is  an  artificial  contradiction  of 
the  multiformity  of  nature.  It  would  be  difficult  to  conceive 
a  surer  road  to  social  stagnation  than  he  has  laid  out  in  this 
volume.  Before  the  eyes  of  the  half-educated,  indeed,  the 
author  will  loom  as  an  inspired  guide ;  but,  when  they  reach  an 
elementary  understanding  of  the  meaning  of  regard  for  facts 
and  for  scientific  method  in  handling  them,  he  will  be  ranked 
as  a  false  prophet.  We  may  not  unreasonably  expect  that  the 
publication  of  Equality  will  hasten  this  process  by  the  ex- 
pansion into  plainer  view  of  the  many  errors  maintained  in 
Looking  BadBward. 

Nicholas  P.  Oilman. 
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THE  STREET  RAILWAY  SITUATION  IN  CHICAGO, 

The  act  relating  to  the  street  railway  companies  passed  at 
the  last  session  of  the  Illinois  legislature,  and  popularly  known 
as  the  ^*  Allen-Humphrey  bill,"  is  perhaps  as  important  an  act 
as  has  ever  been  passed  by  the  legislature  of  that  State.  The 
bills  of  which  it  is  the  outcome  probably  aroused  more  vio- 
lent and  universal  opposition  on  the  part  of  the  people  of 
Chicago,  and  called  forth  more  charges  and  suspicions  of  leg- 
islative corruption  and  bribery,  than  any  other  in  the  history 
of  the  State. 

The  act  nominally  applies  to  all  street-car  companies  in 
the  State.  This  was  necessary  to  avoid  the  constitutional 
prohibition  of  local  and  special  legislation.  But  it  was  pro- 
moted solely  by,  and  in  the  interests  of,  the  three  great  com- 
panies operating  respectively  in  the  three  grand  divisions  of 
Chicago,  and  reaching  what  is  known  as  the  *^  down-town " 
district. 

The  street-railway  situation  in  Chicago  was  an  extremely 
complicated  one  before;  but,  although  the  companies  spent 
large  sums  of  money  to  obtain  this  act,  it  is  doubtful  whether, 
in  the  shape  in  which  it  finally  became  law,  it  does  not  add 
new  legal  difficulties  without  clearing  up  many  of  the  old. 
The  situation  to  which  it  applied  may  be  described  as  follows. 
The  three  great  companies,  the  Cldcago  City  Railway,  the 
North  Chicago  Street  Railway,  and  the  West  Chicago  Street 
Railway  (under  several  slight  changes  of  name),  operating  in 
the  south,  north,  and  west  divisions  of  the  city  respectively, 
have  about  487  miles  of  road.  The  ten  minor  companies  have 
about  231  miles,  chiefly  in  the  outskirts  and  suburbs  of  the 
city,  making  in  all  more  than  700  miles  of  surface  road.  In 
addition  there  are  five  elevated  roads,  with  44  miles.  Since, 
however,  the  three  great  surface  roads  reaching  the  down- 
town district  control  the  situation  (including  the  elevated 
roads),  we  may  dismiss  the  other  roads  with  the  single  remark 
that,  although  in  some  oases  they  are  in  nominal  opposition 
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to  the  great  companies,  any  legislation  favorable  to  the  latter 
would  nltimatelj  be  also  advantageous  to  the  former,  as  it 
would  enable  them  to  make  better  terms  when  the  inevitable 
consolidation  came. 

These  three  companies  received  their  original  charters  from 
the  State  by  special  acts  of  the  legislature  of  February  14, 
1859,  and  February  1, 1861.  The  incorporators  of  the  North 
and  West  Side  systems  obtained  their  first  ordinances,  for 
the  use  of  the  streets  for  twenty  years,  on  August  16,  1858 
(before  incorporation),  the  city  reserving  the  right  to  purchase 
all  the  property  and  rights  of  the  company  at  the  end  of  the 
period.  Later  ordinances  for  different  parts  of  the  city  were 
usually  granted  for  a  like  period  and  on  similar  conditions. 
Questions  as  to  the  right  of  the  city  to  enter  into  such  con- 
tracts with  the  companies  led  the  legislature,  by  act  of  Feb- 
ruary 15, 1859,  to  legalize  the  contracts,  past  and  future.  May 
15,  1859,  the  city  granted  an  ordinance  to  the  North  Side 
company  for  twenty-five  years,  without  the  purchase  clause. 
A  similar  grant  for  a  like  period  was  made  to  the  West  Side 
company  July  80, 1868. 

All  charters  granted  for  surface-street  railway  lines  in  this 
State,  before  the  AUen-Humphrey  act  of  1897,  were  for 
^ horse  and  dummy"  lines  only;  and  the  whole  network  of 
cable  and  electric  lines  existed  wholly  outside  the  law.  The 
only  legal  basis  for  their  existence  was  the  grant  from  the 
city  of  the  right  to  use  such  motive  power  on  the  streets. 

All  ordinances  granted  by  the  city  have  limited  fares  to  five 
cents,  and  have  required  the  companies  to  pave  and  keep  in 
repair  the  streets  occupied  for  a  width  of  eight  feet  for  single 
track  roads  and  sixteen  feet  for  double  track  roads.  Some 
recent  ordinances  have  placed  additional  burdens  on  the  com- 
panies in  a  few  instances. 

February  8, 1865,  the  legislature,  wholly  ignoring  the  rights 
of  the  city  and  every  tradition  of  local  autonomy,  passed  an 
act  extending  not  only  the  charter  of  the  City  railway,  but 
also  all  its  privileges  in  the  streets  of  Chicago,  including  the 
right  to  charge  a  five-cent  fare  for  the  whole  period.  This 
was  the  true  progenitor  of  the  Allen-Humphrey  bill.  The 
newspapers  state  that  a  petition  against  it  was  presented  to 
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the  governor,  containlDg  the  name  of  every  man  who  had  a 
place  of  basinesR  in  Chicago,  except  stockholders  in  the  road. 
The  bill  called  forth  a  vigorous  veto  from  the  governor,  based 
chiefly  on  constitational  grounds,  but  was  finally  passed  over 
the  veto.  By  it  the  city  was  not  prohibited  from  limiting 
future  privileges  to  short  periods.  In  fact,  but  few  ordi- 
nances have  ever  been  passed  without  a  twenty-year  limit. 
This  remarkable  act  never  reached  the  courts.  Political 
pressure  soon  brough4i  about  its  repeal.  But,  meanwhile,  the 
company  had  acted  under  it,  and  has  always  claimed  that  the 
repeal  was  unconstitutional.  In  this  vague  form  the  claim 
has  probably  been  worth  much  more  to  the  street-car  interests 
for  purposes  of  negotiating  with  the  city  than  if  it  had  been 
formally  upheld  by  the  courts. 

The  practical  importance  of  the  act  of  1865,  or  of  its  repeal, 
was  not  great ;  for  by  its  title  and  express  terms  it  referred 
only  to  horse  and  dummy  roads,  which  have  largely  disap- 
peared. Then,  too,  any  one  of  the  great  systems  would  be 
paralyzed  without  the  later  ordinances,  which,  since  1874,  by 
a  general  law  entitled  *^  an  act  in  regard  to  horse  and  dummy 
railroads,'*  have  been  limited  to  twenty  years.  The  mileage 
at  the  time  of  the  passage  of  the  act  of  1865  is  not  known, 
but  as  late  as  1883  the  total  length  of  road  in  Chicago  is  said 
not  to  have  exceeded  sixty  miles. 

It  was  hoped  that  many  provisions  of  the  charters  and 
ordinances  would  be  cleared  up  when  the  legality  of  the  ordi- 
nance of  April  1, 1878,  levying  an  annual  car  license  of  fifty 
dollars  a  car  on  the  companies,  came  before  the  courts  for  in- 
terpretation. The  State  courts,  however,  upheld  this  charge 
on  the  ground  of  the  police  power,  and  avoided  interpreting 
the  charters  and  contracts  of  the  companies.  The  case  was 
appealed  to  the  Supreme  Court  of  the  United  States,  but 
never  came  to  trial.  The  companies  concluded  that  a  favor- 
able compromise  and  truce  for  twenty  years,  with  the  possi- 
bility of  appeal  to  the  legislature  in  the  mean  time,  was  bet- 
ter than  the  probability  of  an  unfavorable  decision  on  both 
the  acts  of  1865  and  the  license-fee  ordinance.  Therefore, 
nnder  the  leadership  of  the  late  Mayor  Harrison,  on  August  6, 
1883,  a  blanket  ordinance,  extending  all  the  street  privileges 
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for  a  period  of  twenty  years,  was  passed,  the  legal  rights  of 
the  respective  parties  under  previous  ordinances  being  ex- 
pressly reserved  for  settlement  after  the  expiration  of  this 
grant.  In  return  for  this  ordinance  the  companies  agreed  to 
pay  the  expenses  of  litigation,  the  license  fee  during  the 
twenty  years  of  the  extension,  and  half  the  fees  claimed  by 
the  city  as  past  due ;  provided  that,  instead  of  a  tax  on  the 
actual  number  of  cars  in  use,  the  number  of  cars  to  be  taxed 
annually  should  be  one-thirteenth  of  the  average  daily  car 
trips  made  by  the  respective  companies  for  the  year. 

The  following  table,  giving  the  nominal  share  capital  and 
other  obligations  of  the  several  companies,  will  give  some  idea 
of  the  magnitude  of  the  interests  involved.  The  figures  are  in 
millions  of  dollars. 

other 

Share$.       obHgationB.  TotaL 

Three  ^^reat  companies 31.7              29  9  61.6 

Ten  minor  companies 13.3                10.8  24.1 

Five  eleyated  companies 52.6              49.1  101.6 

97^                895  187.3 

For  many  years  the  great  companies  have  paid  what  seemed 
to  the  public  excessive  dividends  on  even  their  nominal  capital, 
much  of  which  is  generally  supposed  to  be  water.  This,  among 
other  things,  tended  to  strengthen  the  movement  for  some 
radical  change, —  public  ownership,  or  three-cent  fares,  or 
heavier  payments  by  the  companies  to  the  city.  The  popular 
hostility,  combined  with  the  serious  doubts  as  to  the  legal 
status  under  previous  legblation  and  especially  as  to  the  right 
to  operate  with  electricity  or  cable,  made  it  appear  to  the  com- 
panies that  some  legislation  in  their  interest  was  necessary  to 
maintain  the  value  of  their  investments,  and  to  secure  the 
funds  necessary  for  extensions  and  for  the  control  of  minor  and 
subsidiary  companies.  As  the  companies  said,  in  calling  atten- 
tion to  the  sums  they  would  have  to  pay  to  the  city  under  the 
proposed  legislation :  *^  Why  this  gratuity  on  the  part  of  the 
street  railways  ?  Simply  to  *  quiet  titles '  and  settle  unneces- 
sary and  frequent  disputes  and  controversies,  and  to  encourage 
investors  and  permanent  improvements,  establish  a  feeling  of 
security,  and  be  permitted  without  harassing  influences  to  con- 
duct business  and  help  the  municipality  and  its  people.^ 
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The  proposed  legislation  was  introduced  into  the  Senate 
(bills  Nos.  149  and  150)  February  17, 1897.  The  substitutes 
for  these  bills  (Nos.  148  and  250)  were  reported  by  the  Com- 
mittee on  Railroads  March  19.  Bill  No.  148  placed  the  street- 
car companies  of  the  State  under  a  board  of  three  Commission- 
ers, appointed  by  the  Governor  and  confirmed  by  the  Senate 
for  a  term  of  fifteen  years,  with  an  office  at  Springfield.  The 
Commission  was  to  be  renewed  one-third  at  a  time.  Com- 
missioners' salaries  were  to  be  $1,500,  and  the  clerk's  salary 
11,000,  with  a  lump  sum  not  to  exceed  $400  per  year  for  rent, 
stationery,  and  incidental  expenses.  The  Commission  was  to 
fix  the  rates  of  fare  for  passengers  and  the  charges  for  express 
matter,  and  to  determine  what  parcels  should  be  carried ;  but 
in  no  case  where  a  maximum  rate  of  fare  was  already  fixed  by 
any  statute  or  ordinance  ^^  or  any  extension  thereof  "  could  the 
Commission  act  on  the  subject  of  fares.  City  councils  were 
forbidden  to  consider  any  application  for  any  new  street-car 
line  or  extension  except  on  the  recommendation  of  this  Com- 
mission. The  grant  for  any  such  line  mu^t  be  made  to  the 
Commission  and  sold  by  it  at  auction,  all  purchase  money  to  be 
paid  within  five  days.  Power  was  to  be  given  to  the  Commission 
to  compel  sworn  reports  from  the  companies,  but  not  to  ex- 
amine their  books  and  accounts. 

The  second  bill  aimed  to  repeal  the  ^'  horse  and  dummy  " 
act,  to  authorize  specifically  the  use  of  any  motive  power,  ex- 
cept steam,  permitted  or  to  be  permitted  by  the  local  authori- 
ties, and  to  allow  the  carrying  of  packages,  parcels,  and  mail. 
The  companies  were  granted  the  right  of  eminent  domain ;  but 
one  company  was  forbidden  to  condemn  or  even  to  use  any 
portion  of  the  road  of  another  company,  except  with  the  per- 
mission of  the  other  company.  This  clause  was  so  vaguely 
drawn  that  in  all  probability  it  would  have  made  it  impossible 
for  one  company  to  lay  its  tracks  across  the  tracks  of  another 
without  permission  from  the  latter.  One  section  was  so 
drawn  as,  apparently,  to  prevent  the  city  from  proceeding  with 
the  elevation  of  the  steam  railway  tracks,  or  even  changing 
the  grade  of  any  street  in  the  vicinity  of  any  street-car  tracks, 
without  paying  full  damages  to  the  street-car  company.  The 
bill  authorized  cities  to  grant  privileges  to  the  companies  for 
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fifty  instead  of  twenty  years,  and  expressly  extended  all  exist- 
ing ordinances  for  fifty  years.  Pares  were  fixed  for  the  full 
term  of  fifty  years  at  five  cents.  All  ordinances  passed  and  to 
be  passed  were,  in  the  strongest  language,  declared  to  be  con- 
tracts, and  irrevocable  by  the  city.  In  lieu  of  all  other  munic- 
ipal charges,  except  ordinary  taxes,  the  companies  were  to 
pay  the  city  3  per  cent,  of  *'  gross  earnings  " ;  but  no  adequate 
provision  was  made  for  determining  the  amount  of  gross  earn- 
ings. General  consolidation  was  authorized  of  all  the  com- 
panies in  the  State,  provided  they  were  not  "parallel  or 
competing." 

Popular  opposition  to  the  bills  was  intense,  almost  reaching 
the  stage  of  riot  and  mob  violence.  Consequently,  to  save 
the  bills,  the  companies  gave  up  a  few  of  their  most  unpopular 
features.  The  amended  bills  passed  the  Senate,  April  16,  by 
a  vote  of  29  to  16,  and  were  reported  to  the  House,  read  the 
first  time,  and  ordered  to  the  second  reading  the  same  day. 
The  terms  of  the  Commissioners  were  to  be  but  four  years,  all 
going  out  at  once,  with  no  provision  for  confirmation  by  the 
Senate  in  the  case  of  the  first  appointees.  Street  railways 
were  classified  according  to  the  population  of  the  counties  in 
which  they  were  situated,  and  ^ere  to  pay,  for  the  fifty-year 
extension  of  privileges,  from  1  to  2  per  cent,  the  first  fifteen 
years,  5  per  cent,  the  next  twenty  years,  and  7  per  cent,  the 
remaining  fifteen  years ;  while  city  councils  might  fix  the  com- 
pensation for  any  new  grants.  This  percentage  was  not  in 
lieu  of  all  other  payment,  except  when  the  payments  by  exist- 
ing ordinances  were  less  than  this  sum.  Specific  right  of  one 
company  to  cross  the  tracks  of  another  was  granted. 

The  bills  were  soon  disposed  of  by  the  House  by  striking  out 
the  enacting  clauses  on  second  reading,  May  12,  the  vote  being 
123  to  29,  with  but  one  absent  member.  The  street-car  inter- 
ests now  gave  up  all  hope  of  a  State  Commission,  and  bent 
their  energies  to  drafting  a  bill  for  the  extension  of  their  privi- 
leges, and  for  a  municipal  commission  to  keep  out  rival  com- 
panies. With  this  end  in  view,  they  appeared  before  the 
House  Judiciary  Committee,  May  19,  with  the  draft  of  a  new 
measure,  afterwards  known  as  the  Allen  bill  (House  No.  714). 
In  the  face  of  such  opposition  as  they  had  encountered  under 
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the  cry  of  "home  rule  for  Chicago,"  they  thought  best  to 
make  a  show  of  having  larger  powers  in  the  hands  of  the 
council.  The  new  bill  contained  no  reference  to  packages  or 
parcels.  All  present  ordinances  were  extended  for  thirty-five 
years  only.  The  five-cent  fare  was  fixed  for  twenty  years,  with 
power  in  the  council  to  determine  the  motive  power  to  be  used 
on  all  lines,  and  to  fix  a  reasonable  rate  and  determine  the 
compensation  to  be  paid  for  extensions.  The  Mayor,  City 
Clerk,  an^  City  Attorney  were  constituted  a  Board,  upon 
whose  recommendation  alone  a  new  company  could  be  granted 
rights  by  the  City  Council ;  but  no  action  by  this  Board  was 
required  for  the  extension  of  the  lines  of  existing  companies. 

By  the  time  this  bill  got  before  the  House,  enthusiasm  had 
begun  to  lag;  but  the  fight  was  kept  up  in  the  House.  The 
bill  was  reduced  to  forty-four  lines,  and  had  a  referendum 
clause  attached  to  its  most  important  section.  In  this  emas- 
culated form  it  passed  the  House  June  1.  Although  its  cham- 
pions kept  up  a  formal  fight  against  the  amendments,  it  is 
possible  that  in  the  then  state  of  public  feeling  it  seemed  best 
to  them  to  allow  the  bill  to  pass  the  House  in  this  form,  and 
thus  throw  their  opponents  ofE  their  guard ;  then  to  amend 
the  bill  in  the  Senate  to  suit  themselves,  and,  finally,  '^jam" 
these  amendments  through  the  House  during  the  confusion  of 
the  last  hours  of  the  session.  It  was  known  that  the  Senate 
was  ready  to  pass  anything  the  companies  asked,  and  the  date 
for  final  adjournment  was  already  set  for  June  4.  The  bill 
could  hardly  have  been  accepted  by  the  companies  as  it  passed 
the  House.  It  was  sent  to  the  Senate  on  the  same  day,  and 
referred  to  the  Committee  on  Corporations.  The  next  day 
the  Committee  reported  it  with  amendments,  which  were 
promptly  adopted.  The  bill  was  ordered  to  a  second  read- 
ing, made  a  special  order  for  the  next  morning,  and  finally 
passed  the  Senate,  June  4,  by  a  vote  of  81  to  18.  It  was 
ahready  the  last  day  of  the  session.  The  opposition  was  dis- 
organized, and  the  House  in  utter  confusion.  The  House 
concurred  i^  the  Senate  amendments  during  the  last  hours 
of  the  session  by  a  vote  of  82  to  70,  only  one  member,  a  Popu- 
list, failing  to  respond  to  the  roll-call. 

The  bill,  as  it  received  the  governor's  signature,  allows  the 
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local  authorities  to  grant  locations  to  street-car  companies 
for  fifty  years ;  bat  no  such  grant  shall  be  made  to  new  roads 
except  upon  the  petition  of  a  majority  in  interest  of  the 
owners  of  the  abutting  property  along  each  mile  and  addi- 
tional fraction  of  a  mile  of  the  proposed  route.  There  are 
some  curious,  vague,  and  perhaps  unconstitutional  provisions 
in  regard  to  revocations  of  signatures  to  such  petitions.  The 
petition  of  such  property  owners  is  not  required  for  the  re- 
newing of  ordinances  already  granted  for  the  laying  of  tracks. 
In  the  case  of  the  extension  or  renewal  of  any  ordinance 
now  in  force  the  fare  must  be  five  cents  during  the  first 
twenty  years,  provided  that  in  no  case  shall  the  fare  be  fixed 
in  future  by  the  local  authorities  for  a  longer  period  than 
twenty  years.  In  any  future  new  ordinances  the  local  author- 
ities may  fix  the  rate  of  fare ;  but,  when  once  fixed,  such  fare 
cannot  be  lessened  by  ordinance  for  twenty  years.  Consoli- 
dations on  exactly  the  lines  laid  down  in  the  original  Hum- 
phrey bills  is  authorized.  The  carriage  of  mail  is  authorized, 
but  not  that  of  packages. 

The  act  is  not  so  favorable  to  the  companies  as  the  defeated 
bills,  and  it  has  some  desirable  provisions.  Whether  it  gives 
the  companies  the  fixity  of  tenure  and  the  assured  monopoly 
which  they  hoped  for  is  not  certain.  Appeals  both  to  the 
city  council  and  to  the  legislature  are  probable,  especially  as 
under  its  terms  action  on  the  part  of  the  former  is  needed. 
For  the  present  it  stands  as  the  outcome  of  the  heated  con* 
test  of  the  session. 

John  H.  Gbat. 

NOBTH-WBSTKIW  IlNIVXBSrrT. 


Digitized  by 


Googk 


NOTES  AND  MEMORANDA  91 


The  jRivista  Italiana  di  Sociolo^Oy  whose  appearance  was 
referred  to  in  the  last  issue  of  this  JintmcU^  has  now  become 
the  sole  Italian  periodical  in  its  field,  its  predecessor,  the 
jRivista  di  Sociologies  having  been  discontinued.  The  Mivista 
Italiana  maintains  a  high  level  of  excellence,  and  will  com- 
mand the  attention  of  all  students  of  its  special  subjects. 


Among  the  publications  of  the  quarter  we  note  the  third 
volume  of  Professor  Cohn's  System  der  National-oekonomie 
and  the  second  volume  of  Professor  Nicholson's  Principles  of 
Political  Economy,  Two  books  of  reference  on  social  ques- 
tions, which  have  been  appearing  in  parts,  are  now  completed : 
the  CydopcBdia  of  SodaZ  Reforms^  edited  by  Mr.  W.  D.  P. 
Bliss ;  and  the  JHandbvch  des  SocialismtM^  edited  by  Messrs. 
Hugo  and  Stegman. 


DuBiNG  the  quarter  just  elapsed  the  resignation  of  Presi- 
dent Andrews  of  Brown  University,  now  happily  withdrawn, 
raised  once  more  some  questions  as  to  the  relations  between 
the  governing  boards  and  the  administrators  and  teachers  of 
our  universities ;  and  the  incident  deserves  to  be  put  on 
record,  aiding,  as  it  did,  to  clear  the  general  situation,  and 
finally  to  uphold  the  principle  of  freedom  in  thought  and 
expression. 

On  June  17  a  committee  was  appointed  by  the  Corporation 
of  the  university  to  confer  with  the  President  regarding  "  the 
best  interests  of  the  university."  Such  a  conference  was  held 
some  weeks  later ;  and,  as  is  common  with  verbal  interviews, 
there  proved  to  be  varying  recollections  of  what  then  passed. 
But  the  community  was  informed  of  the  situation  through  the 
publication,  in  July,  of  a  formal  written  communication  which 
had  been  presented  by  the  committee  of  conference  to  the 
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President,  and  of  the  letter  of  resignation  which  he  had  sent 
to  the  Corporation.  The  committee's  communication  stated 
that  the  reason  for  its  appointment  was  dissatisfaction  with  the 
President's  views  on  the  free  coinage  of  silver,  and  that  it 
was  hoped  he  would  refrain  from  ^'  promulgating  "  these  views. 
The  ground  stated  for  this  request  was  a  fear  that  the  course 
of  the  President  would  prevent  an  inflow  of  gifts  and  legacies, 
and  would  deprive  the  institution  of  needed  pecuniary  sup- 
port; the  reference  to  the  loss  of  gifts  and  legacies  being 
doubtless  meant  to  indicate  that  it  was  in  his  capacity  as  ad- 
ministrative head  rather  than  as  teacher  that  the  President 
was  requested  to  refrain  from  stating  his  views  on  the  mooted 
question.  On  the  other  hand,  the  highest  appreciation  was 
expressed  as  to  his  general  services  m  administrator,  and  ''  for 
him,  personally,  the  warmest  admiration  and  regard." 

The  case  thus  stated  raised  simply  and  solely  the  question 
of  the  propriety  of  regulating  the  expression  of  opinions  on 
public  questions  by  an  academic  officer  of  admitted  zeal,  abil- 
ity, and  competence  for  his  task.  On  that  question,  no  dis- 
tinction could  be  made  between  the  case  of  president  and 
professor;  nor  could  any  other  answer  be  given  than  a  flat 
negative.  Hence  opinions  were  offered  with  a  freedom  that 
would  not  have  been  warranted,  had  the  question  been  one 
simply  as  to  the  mode  in  which  Brown  University  was  to 
be  administered.  A  brief  memorial,  expressing  the  opinion 
"that  the  future  influence  of  American  universities  and  the 
interests  of  free  thought  and  free  speech  under  a  just  sense 
of  responsibility  would  be  promoted  by  such  action  on  the 
part  of  the  Corporation  as  might  naturally  lead  to  the  with- 
drawal of  the  resignation  of  President  Andrews,"  was  signed 
by  the  presidents  of  a  number  of  universities  (among  them 
Johns  Hopkins,  Harvard,  Columbia,  Wisconsin,  Dartmouth), 
by  many  professors,  and  by  men  of  eminence  in  affairs  and 
in  public  life.  A  letter  signed  by  teachers  of  economics  from 
all  parts  of  the  country  expressed  an  earnest  hope  for  such 
action  as  would  <<  uphold  and  affirm,  without  possibility  of 
misunderstanding,  the  principle  of  academic  freedom."  And 
an  open  letter,  addressed  to  the  Corporation  by  a  large  num- 
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ber  of  the  members  of  the  faculty  of  the  institution,  pleaded 
for  the  maintenance  of  '<  its  honorable  and  priceless  traditions 
of  academical  freedom." 

At  the  meeting  of  the  Corporation  on  September  1  resolu- 
tions were  passed  asking  President  Andrews  to  withdraw  his 
resignation,  and  stating  that  ''  it  was  not  and  is  not  the  pur- 
pose of  the  Corporation  in  this  matter  to  interfere  with  or 
abridge  your  independence  of  individual  thought  or  expres- 
sion." The  previous  action  of  the  Corporation  had  "removed 
the  misapprehension  that  your  individual  views  on  this  ques- 
tion represent  those  of  the  Corporation  and  the  university." 
President  Andrews  accordingly,  after  a  brief  delay  due  to 
other  engagements  entered  on  in  the  mean  while,  withdrew 
his  resignation. 

The  sound  principle  in  cases  of  this  sort,  we  conceive,  can 
be  very  briefly  stated.  The  utterances  of  a  president  or  pro- 
fessor, whether  in  the  class-room  or  out  of  it,  are  not  matters 
to  which  the  governing  board  of  an  institution  of  learning 
must  be  indifferent.  They  are  evidence  of  conduct  and 
capacity;  but  evidence  only,  to  be  used  with  all  the  other 
evidence  bearing  on  the  competence  of  the  individual  for  the 
tasks  intrusted  to  him.  In  the  language  of  one  of  the  com- 
munications addressed  to  the  Corporation  of  Brown  Univer- 
sity in  this  case,  '^no  questions  should  enter  except  as  to 
capacity,  faithfulness,  and  general  efficiency  in  the  perform- 
ance of  appointed  duty."  On  these  qualities  the  public 
utterances  of  an  individual  may  throw  light,  and  are  to 
be  considered  only  in  so  far  as  they  throw  light.  It  must 
always  be  dangerous,  and  must  open  the  door  to  abuse  of 
power  as  well  as  to  misconception  of  the  aim  in  view,  if 
inquiry  is  made  as  to  the  opinions  expressed  by  an  academic 
officer  on  disputed  public  questions;  but,  if  such  inquiry  is 
made  with  a  view  to  secure  evidence  as  to  fitness  for  the 
appointed  tasks,  the  question  becomes  simply  one  of  expedi- 
ency in  entering  on  it  and  good  faith  in  carrying  it  out.  But 
where  general  competence  is  freely  admitted,  and  only  the 
statement  of  certain  specific  opinions  is  subjected  to  criti- 
cism, the  principle  of  freedom  is  at  stake ;  and  the  only  sound 


Digitized  by 


Googk 


94  QUABTEBLT  JOURNAL  OF  ECONOMICS 

policy  IB  that  which  the  Corporation  of  Brown  University 
followed  in  the  end,  and,  indeed,  may  be  fairly  presamed  to 
have  had  in  mind  from  the  start. 


The  Workmen's  Compensation  Act,  passed  in  the  last 
session  of  the  English  Parliament,  marks  an  entirely  new  de- 
parture in  social  legislation.  It  provides  a  method  of  com- 
pensation for  accidents  which  differs  alike  from  the  attempts 
heretofore  made  in  England  to  enforce  employers'  liability 
and  from  the  Oerman  scheme  of  compulsory  insurance.  The 
text  of  the  important  parts  of  the  act  is  printed  in  the  Appen- 
dix. It  may  be  of  service  to  present  here  a  sunmiary  state- 
ment of  its  provisions,  together  with  some  memoranda  as  to 
the  discussion  on  certain  of  the  points  involved. 

For  every  accident  in  the  comrse  of  a  workman's  employ- 
ment the  employer  is  made  liable  to  pay  compensation,  pro- 
vided that  the  accident  is  such  as  to  disable  the  workman  for 
at  least  two  weeks  from  earning  full  wages.  The  civil  liability 
of  the  employer,  nevertheless,  for  personal  negligence  or  wil- 
ful act,  remains  undisturbed,  and  a  workman  may  still,  if  he 
chooses,  take  such  action  as  was  open  to  him  before  this  act ; 
while,  on  the  other  hand,  compensation  cannot  be  obtained 
for  an  accident  attributable  to  the  workman's  own  serious  and 
wilful  misconduct.  The  amount  of  compensation  under  the 
act  is  to  be  settled  by  arbitration,  either  by  consent  or  by  the 
intervention  of  the  county  court,  within  the  limits  of  a  scale 
(set  forth  in  the  First  Schedule),  giving  in  the  case  of  fatal 
injury  to  a  man  leaving  dependants  either  £150  or  three 
years'  wages  (whichever  sum  be  the  larger),  and,  in  case  of 
disablement,  half  the  weekly  wages  so  long  as  disability  con- 
tinues. In  case  of  an  accident  to  a  workman  in  the  service  of 
a  sub-contractor  the  liability  is  made  to  rest  on  the  original 
<< undertaker";  and  this  not  only  as  to  compensation  under 
the  act,  but  also  in  respect  of  personal  negligence  or  wilful 
act  independently  of  it.    Thus  the  doctrine  of  *'  common  em- 
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ployment "  is  incidentally  abolished.  "  Contracting  out "  is 
permitted  only  where  the  Registrar  of  Friendly  Societies  cer- 
tifies that  the  advantages  of  a  scheme  of  benefit  or  insurance, 
which  the  employer  proposes  to  substitute  for  the  liability 
under  the  act,  are  not  less  than  those  offered  by  the  act ;  but 
no  scheme  is  to  be  certified  which  contains  an  obligation  on 
the  part  of  workmen  to  accept  it  as  a  condition  of  hiring. 
The  act  is  made  to  apply  only  to  workmen  in  railways,  facto- 
ries, mines,  quarries,  or  engineering  works,  and  on  building 
works  where  there  are  scafEoldings  above  thirty  feet  high  or 
in  which  machinery  is  employed.  For  the  present,  therefore, 
neither  merchant  shipping,  agriculture,  nor  domestic  service 
comes  within  its  scope. 

The  act  raises  many  points  of  theoretical  and  practical  in- 
terest. The  quotations  which  follow  from  the  speeches  of  the 
ministers  responsible  for  the  measure  will  cast  some  light  on 
the  most  important  issues  involved.  Those  from  Mr.  Cham- 
berlain, the  real  author  of  the  act,  are  especially  noteworthy.* 

1.  The  measure  proceeds  on  a  principle  altogether  different 
from  that  of  the  existing  Employers'  Liability  Acts,  in  that  it 
does  not  impose  penalties  upon  employers  for  negligence,  but 
casts  upon  them  the  burden  of  compensation  in  all  cases  of 
accident,  without  inquiry  as  to  the  default  of  either  party 
except  in  extreme  cases. 

Sir  M.  W.  Ridley,  the  Home  Secretary,  on  introducing  the 
bill,  explained  that  its  principle  was  the  same  as  that  of  the 
amendment  moved  by  Mr.  Chamberlain  to  Mr.  Asquith's 
abortive  Employers'  Liability  Bill  of  1893,  and  thus  stated 
it:  — 

*'  The  serious  results  of  accidents  cannot  be  held  to  be  ade- 
quately met  by  merely  giving  the  workman  a  right  of  action 
in  respect  of  the  negligence  of  an  employer,  or  of  any  person 
for  whom  he  was  responsible ;  and  it  is  felt  that  the  workman 
or  his  representatives  ought  to  have  a  right  to  compensation 
at  the  expense  not  of  the  rates  or  of  public  charity,  but  of  the 
industry  in  which  he  was  engaged.'^ 

•The  quotations  are  from  the  reports  of  the  Parliamentary  debates  in  the 
TImm:  unless  otherwise  stated,  ftom  the  issue  of  May  4. 
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2.  It  also  differs  from  the  German  Accident  Insurance  legis- 
lation in  that  the  liability  rests  upon  the  individual  employer, 
and  Qot  upon  an  association  of  employers. 

Mr.  Chamberlain :  ^^  On  the  whole,  the  German  scheme  has 
given  satisfaction ;  and  I  believe  it  justifies  us  in  carrying  out 
a  somewhat  similar  experiment.  But  it  is  not  possible  for  us 
to  adopt  one  part  of  the  German  scheme. .  . .  There  the  insur- 
ance is  paid  not  by  the  individual  employers,  but  by  an  associa- 
tion of  employers  formed  for  the  purpose.  The  association 
can  exercise  a  certain  control  over  its  individual  members,  and 
in  that  way  it  does  something  for  prevention.  But  I  do  not 
imagine  that  even  my  right  honorable  friend  would  suggest 
that  in  this  country  it  would  be  possible,  or,  if  possible,  that  it 
would  be  desirable,  to  force  everybody  in  a  particular  trade 
into  an  association  of  this  kind.  The  elaboration  of  the  sys- 
tem, its  bureaucratic  tendency,  and  the  arbitrary  interference 
of  officials  are  all  matters  that  are  so  objectionable  to  English 
people,  and  especially  to  those  who  have  been  enabled  to  carry 
on  their  undertaking  without  any  interference  of  the  kind, 
that  I  believe  it  is  absolutely  impossible  and  absolutely  im- 
practicable to  attempt  any  system  of  operations  of  that  kind ; 
and  we  have  to  fall  back  on  the  fact,  so  far  as  the  pecuniary 
liability  is  concerned,  either  that  the  employer  should  take  the 
liability  upon  himself,  as  I  believe  will  happen  in  the  vast 
number  of  cases,  or,  if  he  has  taken  an  insurance,  the  insur- 
ance company  will  exercise  something  of  that  supervision 
which  is  now  exercised  by  the  associations  in  Germany." 

8.  As  to  the  possible  effect  of  the  act  in  putting  England 
at  a  disadvantage  as  compared  with  her  foreign  competitors,  it 
was  maintained  by  the  ministers  (a)  that  the  burden  was  simi- 
lar to  that  already  imposed  in  other  countries,  (b)  that  the  act 
would  diminish  the  cost  of  litigation,  (c)  that  the  cost  of  the 
liability  would,  in  most  cases,  be  insignificant.  Mr.  Chamber- 
lain stated  his  belief  that  ^  coal-mining  is  the  most  dangerous 
industry,  and  even  in  that  case  the  maximum  of  liability  is  not 
likely  to  exceed  1  per  cent,  on  the  wages.  But,  when  you 
come  to  the  ordinary  manufactures  and  engineering  employ- 
ment, « .  .  the  cost  is  very  much  less ;  and  I  believe  it  will  be 
measured  by  Is.  or  2s.  per  cent,  on  the  wages." 
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4.  It  is  anticipated  that  the  liability  will  be  met,  to  some 
degree,  by  the  extension  of  insurance  among  employers.  But 
it  is  supposed  that  this  will  be  the  case  chiefly  among  mine- 
owners.  To  quote  Mr.  Chamberlain  once  more:  "Except  in 
certain  cases  where  accidents  occur  of  a  wholesale  character, 
such  as  mines,  I  believe  it  will  be  in  the  interests  of  the  em- 
ployer not  to  insure  under  our  bill,  because  the  liability  is 
fixed  and  definite,  and  because  it  will  be  cheaper  for  them  to 
provide  the  insurance  themselves." 

5.  As  to  the  ultimate  incidence  of  the  burden,  it  was  main- 
tained on  the  part  of  the  ministry  that  it  would  become  an 
addition  to  the  cost  of  production,  while  some  of  their  critics 
argued  that  it  would  fall,  for  the  most  part,  upon  wages. 

Mr.  Asquith,  Home  Secretary  in  the  late  Liberal  ministry, 
expressed  his  opinion  that  "  a  larger  share  of  the  burden  under 
existing  economic  conditions  will  fall  upon  wages,  and  that 
neither  in  the  shape  of  an  added  price  to  be  taken  from  the 
consumer  nor  a  diminished  profit  from  the  employer  will 
workmen  obtain  the  benefit  resulting  from  schemes  of  this 
kind. ...  I  do  not  say  that  this  is  in  the  least  degree  an  objec- 
tion." To  which  Mr.  Chamberlain  replied  that,  if  this  were 
so,  "every  addition  to  the  cost  of  manufacture  must  come  out 
of  wages,  which,  I  think,  will  reduce  the  argument  to  an 
absurdity."  He  added  that  he  did  not  believe  that  the  Ger- 
man system  had  had  any  effect  in  lowering  wages.  "The  rate 
of  wages  has  been  advancing  in  Germany,  as  in  other  coun- 
tries." 

6.  The  most  serious  opposition  to  the  measure  was  offered 
by  the  colliery  proprietors  of  both  political  parties,  who  pro- 
tested that  the  pressure  of  the  new  liability  might  easily  be- 
come ruinous. 

7.  The  leaders  of  the  Opposition,  while  supporting  the 
general  principle  of  the  bill,  argued  that,  owing  to  the  failure 
of  the  measure  to  meet  the  case  of  insolvency  on  the  part  of 
the  employer,  it  would  necessarily  lead  in  the  end  to  a  system 
of  state  insurance. 

8.  Comparatively  little  discussion  took  place,  during  the 
passage  of  the  bill,  as  to  its  relation  to  "individualist"  or 
"  socialist "  principles.    But  the  criticism  of  the  president  of 
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the  Liberty  and  Property  Defence  League,  Lord  Wemyss,  led 
the  Marquis  of  Salisbury  to  draw  a  distinction  between  leg- 
islation affecting  life  and  legislation  merely  affecting  prop- 
erty :  — 

There  is  a  great  danger  of  socialism  in  the  present  day.  It  is  an  in- 
dined  plane  down  which  we  are  tending  to  move,  it  is  a  snare  which  we 
should  avoid  in  all  our  legislation;  but  it  is  possible  to  cry,  "  Wolf!" 
when  there  is  no  wolf,  and,  if  you  perpetually  cry  out  "Socialism I" 
whenever  an  act  for  the  benefit  of  the  people  is  introduced,  you  do  not 
weaken  the  socialistic  propaganda  by  so  doing.  On  the  contrary,  you 
destroy  the  argument  which  will  be  used  against  it;  and  you  give  to 
every  socialist  reasoner  a  basis  for  saying  that  the  arguments  against  his 
views  are  simply  imaginary,  and  pointing  to  your  own  extravagances  as 
his  proof. ...  To  my  mind,  the  line  which  is  to  be  drawn  in  dealing  with 
State  interference  is  largely  affected,  if  not  entirely  governed,  by  the 
question  whether  you  are  saving  property  or  saving  life.  .  .  . 

Where  property  is  in  question,  I  am  guilty,  like  him,  of  erecting  indi- 
vidual liberty  as  an  idol,  and  of  resenting  all  attempts  to  destroy  or 
fetter  it;  but,  when  you  pass  from  liberty  to  life,  in  no  well-governed 
State,  in  no  State  governed  according  to  the  principles  of  common  hu- 
manity, are  the  claims  of  mere  liberty  allowed  to  endanger  the  lives  of 
the  citizens.  .  .  .  The  State  has  a  right,  and  it  is  the  duty  of  the  State,  to 
see  to  those  interests  which  are  represented  by  safety  of  life  and  limb  in 
all  its  citizens ;  and  the  claims  of  property  to  be  free  from  interference, 
however  high  you  put  those  claims,  must  bow  and  give  way  at  once  if 
the  lives  of  the  citizens  of  the  State  are  in  question.  . . . 

The  interference  of  the  State,  judiciously  and  carefully  applied  and 
with  due  circumspection,  without  fanaticism,  hurry,  or  passion,  may 
have  a  most  enormous  and  most  salutary  and  gratifying  result  in  exalting 
the  health  and  increasing  the  happiness  of  the  people.* 

w.  J.  A. 
•The  2VmM,  July  80, 1887. 
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APPENDIX. 


TABLES  ON  BANKS  IN  THE  WEST. 


NORTH  DAKOTA. 
[88  Bankixo  Towns,  100  Banks.    (Private  bankiDg  prohibited.)] 


STATE  (June  27, 1898). 

NATIONAL  (October*.  1886). 

Population. 
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1 
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< 
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33 
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6 
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14 

'•         10,000.... 
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"         15,000 

. . . 
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, 
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... 
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Over    100,000 
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Totals    

52 

15 
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... 
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THE  ENGLISH  WORKMEN'S  COMPENSATION  ACT. 

(60  and  61  Victoria,  chapter  37.     6  Angiuit,  1897.) 

An  Act  to  amend  the  Law  with  respect  to  Compensation 
TO  Workmen  for  Accidental  Injuries  buffered  in  the 
Course  of  their  Employment. 

Be  it  enacted  •  .  . 

1«  (1)  If  in  any  employment  to  which  this  act  applies  personal 
injury  by  accident  arising  out  of  and  in  the  course  of  the  employ- 
ment is  caused  to  a  workman,  his  employer  shall,  subject  as  herein- 
after mentioned,  be  liable  to  pay  compensation  in  acoordanoe  with 
the  First  Schedule  to  this  act. 

(2)  Provided  that:  — 

(a)  The  employer  shall  not  be  liable  under  this  act  in  respect  of 
any  injury  which  does  not  disable  the  workman  for  a  period 
of  at  least  two  weeks  from  earning  full  wages  at  the  work  at 
which  he  was  employed ; 

(b)  When  the  injury  was  caused  by  the  personal  negligence  or 
wilful  act  of  the  employer,  or  of  some  person  for  whose  act  or 
default  the  employer  is  responsible,  nothing  in  this  act  shall 
affect  any  civil  liability  of  the  employer,  but  in  that  ease  the 
workman  may,  at  his  option,  either  claim  compensation  under 
this  act  or  take  the  same  proceedings  as  were  open  to  him  be- 
fore the  commencement  of  this  act;  but  the  employer  shall 
not  be  liable  to  pay  compensation  for  injury  to  a  workman  by 
accident  arising  out  of  and  in  the  course  of  the  employment 
both  independently  of  and  also  under  this  act,  and  shall  not 
be  liable  to  any  proceedings  independently  of  this  act,  except 
in  case  of  such  personal  negligence  or  wilful  act  as  aforesaid ; 

(c)  If  it  is  proved  that  the  injury  to  a  workman  is  attributable  to 
the  serious  and  wilful  misconduct  of  that  workman,  any  com- 
pensation claimed  in  respect  of  that  injury  shall  be  disallowed. 

(3)  If  any  question  arises  in  any  proceedings  under  this  act  as  to 
the  liability  to  pay  compensation  under  this  act  (including  any  ques- 
tion as  to  whether  the  employment  is  one  to  which  this  act  applies), 
or  as  to  the  amount  or  duration  of  compensation  under  this  act,  the 
question,  if  not  settled  by  agreement,  shall,  subject  to  the  provisions 
of  the  First  Schedule  to  this  act,  be  settled  by  arbitration,  in  accord- 
ance with  the  Second  Schedule  to  this  act. 
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(4)  If,  within  the  time  hereinafter  in  this  act  limited  for  taking 
proceedings,  an  action  is  brought  to  recover  damages  independently 
of  this  act  for  injnry  caused  by  any  accident,  and  it  is  determined 
in  such  action  that  the  injury  is  one  for  which  the  employer  is  not 
liable  in  such  action,  but  that  he  would  have  been  liable  to  pay  com- 
pensation under  the  provisions  of  this  act,  the  action  shall  be  dis- 
missed ;  but  the  court  in  which  the  action  is  tried  shall,  if  the  plaintiff 
shall  so  choose,  proceed  to  assess  such  compensation,  and  shall  be  at 
liberty  to  deduct  from  such  compensation  all  the  costs  which,  in  its 
judgment,  have  been  caused  by  the  plaintiff  bringing  the  action 
instead  of  proceeding  nnder  this  act. 

[Certificate  of  compensation  and  dedaction  for  costs  is  provided  for.] 

(5)  Nothing  in  this  act  shall  affect  any  proceeding  for  a  fine 
under  the  enactments  relating  to  mines  or  factories,  or  the  applica- 
tion of  any  such  fine ;  but,  if  any  such  fine,  or  any  part  thereof,  has 
been  applied  for  the  benefit  of  the  person  injured,  the  amount  so 
applied  shall  be  taken  into  account  in  estimating  the  compensation 
under  this  act. 

2.  (1)  Proceedings  for  the  recovery  under  this  act  of  compensa- 
tion for  an  injury  shall  not  be  maintainable  unless  notice  of  the 
accident  has  been  given  as  soon  as  practicable  after  the  happening 
thereof  and  before  the  workman  has  voluntarily  left  the  employ- 
ment in  which  he  was  injured,  and  unless  the  claim  for  compensation 
with  respect  to  such  accident  has  been  made  within  six  months  from 
the  occurrence  of  the  accident  causing  the  injury,  or,  in  case  of 
death,  within  six  months  from  the  time  of  death.  Provided  always 
that  the  want  of  or  any  defect  or  inaccuracy  in  such  notice  shall  not 
be  a  bar  to  the  maintenance  of  such  proceedings  if  it  is  found  in 
the  proceedings  for  settling  the  claim  that  the  employer  is  not  preju- 
diced in  his  defence  by  the  want,  defect,  or  inaccuracy,  or  that  such 
want,  defect,  or  inaccuracy  was  occasioned  by  mistake  or  other  reason- 
able cause. 

(2)  Notice  in  respect  of  an  injury  under  this  act  shall  give  the 
name  and  address  of  the  person  injured,  and  shall  state  in  ordinary 
language  the  cause  of  the  injury,  and  the  date  at  which  it  was  sus- 
tained, and  shall  be  served  on  the  employer,  or,  if  there  is  more  than 
one  employer,  upon  one  of  such  employers. 

[(3),  (4),  and  (5)  define  what  constitntes  the  serving  of  notice.] 

3.  (1)  If  the  Registrar  of  Friendly  Societies,  after  taking  steps 
to  ascertain  the  views  of  the  employer  and  workmen,  certifies  that 
any  scheme  of  compensation,  benefit,  or  insurance  for  the  workmen 
of  an  employer  in  any  employment,  whether  or  not  such  scheme 
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iQolades  other  employers  and  their  workmen,  is  on  the  whole  not  less 
favorable  to  the  general  body  of  workmen  and  their  dependants 
than  the  provisions  of  this  act,  the  employer  may,  until  the  certifi- 
cate is  revoked,  contract  with  any  of  those  workmen  that  the  provi- 
sions of  the  scheme  shall  be  substituted  for  the  provisions  of  this 
act,  and  thereupon  the  employer  shall  be  liable  only  in  accordance 
with  the  scheme ;  but,  save  as  aforesaid,  this  act  shall  apply  notwith- 
standing any  contract  to  the  contrary  made  after  the  commencement 
of  this  act. 

(2)  The  Registrar  may  give  a  certificate  to  expire  at  the  end  of  a 
limited  period,  not  less  than  five  years. 

(3)  No  scheme  shall  be  so  certified  which  contains  an  obligation 
upon  the  workmen  to  join  the  scheme  as  a  condition  of  their  hiring. 

(4)  If  complaint  is  made  to  the  Registrar  of  Friendly  Societies  by 
or  on  behalf  of  the  workmen  of  any  employer  that  the  provisions  of 
any  scheme  are  no  longer  on  the  whole  so  favorable  to  the  general 
body  of  workmen  of  such  employer  and  their  dependants  as  the 
provisions  of  this  act,  or  that  the  provisions  of  such  scheme  are  be- 
ing violated,  or  that  the  scheme  is  not  being  fairly  administered,  or 
that  satisfactory  reasons  exist  for  revoking  the  certificate,  the  Regis- 
trar shall  examine  into  the  complaint,  and,  if  satisfied  that  good 
cause  exists  for  such  complaint,  shall,  unless  the  cause  of  complaint 
is  removed,  revoke  the  certificate. 

(5)  When  a  certificate  is  revoked  or  expires,  any  moneys  or  securi- 
ties held  for  the  purpose  of  the  scheme  shall  be  distributed  as  may 
be  arranged  between  the  employer  and  workmen,  or  as  may  be  deter- 
mined by  the  Registrar  of  Friendly  Societies  in  the  event  of  a  differ- 
ence of  opinion. 

(6)  Whenever  a  scheme  has  been  certified  as  aforesaid,  it  shall  be 
the  duty  of  the  employer  to  answer  all  such  inquiries,  and  to  furnish 
all  such  accounts  in  regard  to  the  scheme  as  may  be  made  or  required 
by  the  Registrar  of  Friendly  Societies. 

(7)  The  Chief  Registrar  of  Friendly  Societies  shall  include  in  his 
annual  report  the  particulars  of  the  proceedings  of  the  registrar 
under  this  act. 

4.  Where,  in  an  employment  to  which  this  act  applies,  the  under- 
takers as  hereinafter  defined  contract  with  any  person  for  the  execu- 
tion by  or  under  such  contractor  of  any  work,  and  the  undertakers 
would,  if  such  work  were  executed  by  workmen  immediately  em- 
ployed by  them,  be  liable  to  pay  compensation  under  this  act  to 
those  workmen  in  respect  of  any  accident  arising  out  of  and  in  the 
course  of  their  employment,  the  undertakers  shall  be  liable  to  pay 
to  any  workman  employed  in  the  execution  of  the  work  any  com- 
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pensation  which  is  payable  to  the  workman  (whether  under  this 
aot  or  in  reiipect  of  personal  negligence  or  wilful  act  independently 
of  this  act)  by  such  contractor,  or  would  be  so  payable  if  such  con- 
tractor were  an  employer  to  whom  this  act  applies. 

Provided  that  the  undertakers  shall  be  entitled  to  be  indemnified 
by  any  other  person  who  would  have  been  liable  independently  of 
this  section. 

This  section  shall  not  apply  to  any  contract  with  any  person  for  the 
execution  by  or  under  such  contractor  of  any  work  which  is  merely 
ancillary  or  incidental  to,  and  is  no  part  of,  or  process  in,  the  trade  or 
business  carried  on  by  such  undertakers  respectively. 

5.  (1)  Where  any  employer  becomes  liable  under  this  act  to  pay 
compensation  in  respect  of  any  accident,  and  is  entitled  to  any  sum 
from  insurers  in  respect  of  the  amount  due  to  a  workman  under  such 
liability,  then  in  the  event  of  the  employer  becoming  bankrupt,  or 
making  a  composition  or  arrangement  with  his  creditors,  or  if  the 
employer  is  a  company  of  the  company  having  commenced  to  be 
wound  up,  such  workman  shall  have  a  first  charge  upon  the  sum 
aforesaid  for  the  amount  so  due ;  and  the  judge  of  the  county  court 
may  direct  the  insurers  to  pay  such  sum  into  the  PostK>ffice  Savings 
Bank  in  the  name  of  the  registrar  of  such  court,  and  order  the  same 
to  be  invested  or  applied  in  accordance  with  the  provisions  of  the 
First  Schedule  hereto  with  reference  to  the  investment  in  the  Post- 
office  Savings  Bank  of  any  sum  allotted  as  compensation,  and  those 
provisions  shall  apply  accordingly. 

[(2)  Appropriate  phraseology  for  Scotland.] 

6.  Where  the  injury  for  which  compensation  is  payable  under 
this  act  was  caused  under  circumstances  creating  a  legal  liability  in 
some  person  other  than  the  employer  to  pay  damages  in  respect  there- 
of, the  workman  may,  at  his  option,  proceed,  either  at  law  against 
that  person  to  recover  damages  or  against  his  employer  for  compen- 
sation under  this  act,  but  not  against  both ;  and,  if  compensation  be 
paid  under  this  act,  the  employer  shall  be  entitled  to  be  indemnified 
by  the  said  other  person. 

7.  (1)  This  act  shall  apply  only  to  employment  by  the  under- 
takers as  hereinafter  defined,  on  or  in  or  about  a  railway,  factory, 
mine,  quarry,  or  engineering  work,  and  to  employment  by  the  under- 
takers as  hereinafter  defined  on,  in,  or  about  any  building  which 
exceeds  thirty  feet  in  height,  and  is  either  being  constructed  or  re- 
paired by  means  of  a  scaffolding  or  being  demolished,  or  on  which 
machinery  driven  by  steam,  water,  or  other  mechanical  power,  is 
being  used  for  the  purpose  of  the  construction,  repair,  or  demolition 
thereof. 
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[Definitioii0  are  giren  in  (2)  of  *'  RaUwaj/'  **  Factory/'  —  to  inclnde  all 
those  places  within  the  scope  of  the  Factory  and  Workshop  Act,  1895,  and 
also  lanndries  worked  hy  steam,  water,  or  other  mechanical  power, —  **  Mine,** 
•«  Quarry,"  "  Engineering  work,"  "  Undertakers,"  "  Employer,"  •*  Workman," 
and  **  Dependants."] 

r(3)  Makes  the  act  apply  to  accidents  in  ship-hailding  ontside  the  ship- 
hnilding  yards.] 

8.  (1.)  This  act  shall  not  apply  to  persons  in  the  naval  or  mili- 
tary service  of  the  crown,  bat  otherwise  shall  apply  to  any  employ- 
ment by  or  under  the  crown  to  which  this  act  would  apply  if  the 
employer  were  a  private  person. 

[(2)  Details  as  to  Treasury  warrants  for  certain  purposes.] 

O.  Any  contract  existing  at  the  commencement  of  this  act, 
whereby  a  workman  relinquishes  any  right  to  compensation  from  the 
employer  for  personal  injury  arising  out  of  and  in  the  course  of  his 
employment,  shall  not,  for  the  purposes  of  this  act,  be  deemed  to 
continue  after  the  time  at  which  the  workman's  contract  of  service 
would  determine  if  notice  of  the  determination  thereof  were  given  at 
the  commencement  of  this  act. 

10.  (1)  This  act  shall  come  into  operation  on  the  first  day  of 
July,  one  thousand  eight  hundred  and  ninety-eight. 

(2)  This  act  may  be  cited  as  the  Workmen's  Compensation  Act, 
1897. 


FIRST  SCHEDULE. 

Scale  and  Conditions  of  Compensation. 

Scale. 

(1)  The  amount  of  compensation  under  this  act  shall  be  — 
(a)  where  death  results  from  the  injury  — 
(i.)  if  the  workman  leaves  any  dependants  wholly  dependent 
upon  his  earnings  at  the  time  of  his  death,  a  sum  equal  to 
his  earnings  in  the  employment  of  the  same  employer  during 
the  three  years  next  preceding  the  injury,  or  the  sum  of 
one  hundred  and  fifty  pounds,  whichever  of  those  sums  is  the 
larger,  but  not  exceeding  in  any  case  three  hundred  pounds, 
provided  that  the  amount  of  any  weekly  payments  made 
under  this  act  shall  be  deducted  from  such  sum ;  and  if  the 
period  of  the  workman's  employment  by  the  said  employer 
has  been  less  than  the  said  three  years,  then  the  amount  of 
his  earnings  during  the  said  three  years  shall  be  deemed  to 
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be  156  times  his  average  weekly  earnings  daring  the  period 
of  his  actual  employment  ander  the  said  employer ; 
(ii.)  if  the  workman  does  not  leave  any  such  dependants,  but 
leaves  any  dependants  in  part  dependent  upon  his  earnings 
at  the  time  of  his  death,  such  sum,  not  exceeding  in  any  case 
the  amount  payable  under  the  foregoing  provisions,  as  may 
be  agreed  upon,  or,  in  default  of  agreement,  may  be  deter- 
mined, on  arbitration  under  this  act,  to  be  reasonable  and 
proportionate  to  the  injury  to  the  said  dependants ;  and 
(iii.)  if  he  leaves  no  dependants,  the  reasonable  expenses  of 
his  medical  attendance  and  burial,  not  exceeding  ten  pounds; 
(&)  where  total  or  partial  incapacity  for  work  results  from  the 
injury,  a  weekly  payment  during  the  incapacity  after  the 
second  week  not  exceeding  fifty  per  cent  of  his  average 
weekly  earnings  during  the  previous  twelve  months,  if  he 
has  been  so  long  employed,  but,  if  not,  then  for  any  less 
period  during  which  he  has  been  in  the  employment  of  the 
same  employer,  such  weekly  payment  not  to  exceed  one 
pound 
(2)  In  fixing  the  amount  of  the  weekly  payment,  regard  shall  be 
had  to  the  difference  between  the  amount  of  the  average  weekly  earn- 
ings of  the  workman  before  the  accident  and  the  average  amount 
which  he  is  able  to  earn  after  the  accident,  and  to  any  payment  not 
being  wages  which  he  may  receive  from  the  employer  in  respect  of 
his  injury  during  the  period  of  his  incapacity. 

(8)  Where  a  workman  has  given  notice  of  an  accident,  he  shall,  if  so 
required  by  the  employer,  submit  himself  for  examination  by  a  duly 
qualified  medical  practitioner  provided  and  paid  by  the  employer ;  and, 
ii  he  refuses  to  submit  himself  to  such  examination,  or  in  any  way  ob- 
structs the  same,  his  right  to  compensation,  and  any  proceeding  under 
this  act  in  relation  to  compensation,  shall  be  suspended  until  such 
examination  takes  place. 

(4)  The  payment  shall,  in  case  of  death,  be  made  to  the  legal  per- 
sonal representative  of  the  workman,  or,  if  he  has  no  legal  personal 
representative,  to  or  for  the  benefit  of  his  dependants,  or,  if  he 
leaves  no  dependants,  to  the  person  to  whom  the  expenses  are  due, 
and,  if  made  to  the  legal  personal  representative,  shall  be  paid  by  him 
to  or  for  the  benefit  of  the  dependants  or  other  person  entitled  thereto 
under  this  act 

(5)  Any  question  as  to  who  is  a  dependant,  or  as  to  the  amount  pay- 
able to  each  dependant,  shaU,  in  default  of  agreement,  be  settled  by 
arbitration  under  this  act. 

(0)  The  sum  allotted  as  compensation  to  a  dependant  may  be  in- 
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vested  or  otherwise  applied  for  the  benefit  of  the  person  entitled 
thereto,  as  agreed,  or  as  ordered  by  the  committee  or  other  arbitrator. 

(7)  Any  sum  which  is  agreed  or  is  ordered  by  the  committee  or  ar- 
bitrator to  be  invested  may  be  invested  in  whole  or  in  part  in  the 
Post-office  Savings  Bank  by  the  registrar  of  the  county  court  in  his 
name  as  registrar. 

(8)  Any  sum  to  be  so  invested  may  be  invested  in  the  purchase  of 
an  annuity  from  the  National  Debt  Commissioners  through  the  Post- 
office  Savings  Bank,  or  be  accepted  by  the  Postmaster-General  as  a 
deposit  in  the  name  of  the  registrar  as  such,  and  the  provisions  of  any 
statute  or  regulations  respecting  the  limits  of  deposits  in  savings- 
bank,  and  the  declaration  to  be  made  by  a  depositor,  shall  not  apply 
to  such  sums. 

(9)  No  part  of  any  money  invested  in  the  name  of  the  registrar  of 
any  county  court  in  the  Post-office  Savings  Bank  under  this  act  shall 
be  paid  out,  except  upon  authority  addressed  to  the  Postmaster-Gren- 
•ral  by  the  Treasury  or  by  the  judge  of  the  county  court. 

[  (10)  Persons  deriving  benefit  from  moneys  so  invested  in  a  post-office 
savings-bank  may  open  other  acconnts  in  sa?ings-banks,  notwithstanding 
any  statutes  or  regulations  to  the  contrary.] 

(11)  Any  workman  receiving  weekly  payments  under  this  act 
shall,  if  so  required  by  the  employer  or  by  any  person  by  whom  the 
employer  is  entitled  under  this  act  to  be  indemnified,  from  time  to 
time  submit  himself  for  examination  by  a  duly  qualified  medical 
practitioner  provided  and  paid  by  the  employer  or  such  other  person ; 
but,  if  thp  workman  objects  to  an  examination  by  that  medical  practi- 
tioner, or  is  dissatisfied  by  the  certificate  of  such  practitioner  upon  his 
condition  when  communicated  to  him,  he  may  submit  himself  for 
examination  to  one  of  the  medical  practitioners  appointed  for  the 
purposes  of  this  act,  as  mentioned  in  the  Second  Schedule  to  this  act, 
and  the  certificate  of  that  medical  practitioner  as  to  the  condition  of 
the  workman  at  the  time  of  the  examination  shall  be  given  to  the 
employer  and  workman,  and  shall  be  conclusive  evidence  of  that  con- 
dition. If  the  workman  refuses  to  submit  himself  to  such  examina- 
tion, or  in  any  way  obstructs  the  same,  his  right  to  such  weekly  pay- 
ments shall  be  suspended  until  such  examination  has  taken  place. 

(12)  Any  weekly  payment  may  be  reviewed  at  the  request  either 
of  the  employer  or  of  the  workman,  and  on  such  review  may  be 
ended,  diminished,  or  increased,  subject  to  the  maximum  above  pro- 
vided; and  the  amount  of  payment  shall,  in  default  of  agreement,  be 
settled  by  arbitration  under  this  act 

(13)  Where  any  weekly  payment  has  been  continued  for  not  less 
than  six  months,  the  liability  therefor  may,  on  the  application  by  or 
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OD  behalf  of  the  employer,  be  redeemed  by  the  payment  of  a  lump 
sam,  to  be  settled,  in  default  of  i^reement,  by  arbitration  under  this 
act;  and  such  lamp  sum  may  be  ordered  by  the  committee  or  arbitra- 
tor to  be  invested  or  otherwise  applied,  as  above  mentioned. 

(14)  A  weekly  payment,  or  a  sum  paid  by  way  of  redemption 
thereof,  shall  not  be  capable  of  being  assigned,  charged,  or  attached, 
and  shall  not  pass  to  any  other  person  by  operation  of  law,  nor  shall 
any  claim  be  set  ofE  against  the  same. 

[(15)  Certain  details  relative  to  the  Friendly  Societies  Act,  1896.] 

[  (16)  Appropriate  phnueology  for  Scotland.] 

[  (17)  Details  as  to  the  application  of  the  act  to  Ireland.] 


SECOND  SCHEDULE. 

Akbitration. 

The  following  provisions  shall  apply  for  settling  any  matter  which 
under  this  act  is  to  be  settled  by  arbitration :  — 

(1)  If  any  committee,  representative  of  an  employer  and  his  work- 
men, exists  with  power  to  settle  matters  under  this  act  in  the  case  of 
the  employer  and  workmen,  the  matter  shall,  unless  either  party  ob- 
jects, by  notice  in  writing  sent  to  the  other  party  before  the  committee 
meet  to  consider  the  matter,  be  settled  by  the  arbitration  of  such 
committee  or  be  referred  by  them  in  their  discretion  to  arbitration,  as 
hereinafter  provided. 

(2)  If  either  party  so  objects,  or  there  is  no  such  committee,  or 
the  commitee  so  refers  the  matter  or  fails  to  settle  the  matter  within 
three  months  from  the  date  of  the  claim,  the  matter  shall  be  settled 
by  a  single  arbitrator  agreed  on  by  the  parties,  or,  in  the  absence  of 
agreement,  by  the  county  court  judge,  according  to  the  procedure  pre- 
scribed by  rules  of  court,  or  if  in  England  the  Lord  Chancellor  so 
authorizes,  according  to  the  like  procedure,  by  a  single  arbitrator 
appointed  by  such  county  court  judge. 

(3)  Any  arbitrator  appointed  by  the  county  court  judge  shall,  for 
the  purposes  of  this  act,  have  all  the  powers  of  a  county  court  judge, 
and  shall  be  paid  out  of  moneys  to  be  provided  by  Parliament  in  ac- 
cordance with  regulations  to  be  made  by  the  Treasury. 

(4)  The  Arbitration  Act,  1889,  shall  not  apply  to  any  arbitration 
under  this  act ;  but  an  arbitrator  may,  if  he  thinks  fit,  submit  any 
question  of  law  for  the  decision  of  the  county  court  judge,  and  the 
decision  of  the  judge  on  any  question  of  law,  either  on  such  submis- 
sion or  in  any  case  where  he  himself  settles  the  matter  under  this 
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act,  shall  be  final,  unless  within  the  time  and  in  accordance  with  the 
conditions  prescribed  by  roles  of  the  Supreme  Court  either  party  ap- 
peals to  the  Court  of  Appeal.  And  the  county  court  judge,  or  the 
arbitrator  appointed  by  him,  shall,  for  the  purpose  of  an  arbitration 
under  this  act,  have  the  same  powers  of  procuring  the  attendance  of 
witnesses  and  the  production  of  documents  as  if  the  claim  for  com- 
pensation had  been  made  by  plaint  in  the  county  court. 

[(5)  As  to  the  appearance  of  parties  by  other  persons.] 
[(6)  As  to  costs.] 

[(7)  As  to  appointment  of  another  arbitrator  on  the  death,  etc,  of  the 
original  arbitrator.] 
t(8)  As  to  registration  and  enforcement  of  award.] 

(9)  Where  any  matter  under  this  act  is  to  be  done  in  a  county 
court,  or  by,  to,  or  before  the  judge  or  registrar  of  a  county  court, 
then,  unless  the  contrary  intention  appear,  the  same  shall,  subject  to 
rules  of  court,  be  done  in,  or  by,  to,  or  before  the  judge  or  registrar  of, 
the  county  court  of  the  district  in  which  all  the  parties  concerned 
reside,  or,  if  they  reside  in  different  districts,  the  district  in  which  the 
accident  out  of  which  the  said  matter  arose  occurred,  without  preju- 
dice to  any  transfer  in  manner  provided  by  rules  of  court 

[(10)  As  to  roles  of  court.] 

(11)  No  court  fee  shall  be  payable  by  any  party  in  respect  of  any 
proceeding  under  this  act  in  the  county  court  prior  to  the  award. 

(12)  Any  sum  awarded  as  compensation  shall  be  paid  on  the  re- 
ceipt of  the  person  to  whom  it  is  payable  under  any  agreement  or 
award ;  and  his  solicitor  or  agent  shall  not  be  entitled  to  recover  from 
him,  or  to  claim  a  lien  on,  or  deduct  any  amount  for  costs  from,  the 
said  sum  awarded,  except  such  sum  as  may  be  awarded  by  the  arbi- 
trator or  county  court  judge,  on  an  application  made  by  either  party 
to  determine  the  amount  of  costs  to  be  paid  to  the  said  solicitor  or 
agent,  such  sum  to  be  awarded  subject  to  taxation  and  to  the  scale 
of  costs  prescribed  by  rules  of  court. 

(13)  The  Secretary  of  State  may  appoint  legally  qualified  medical 
practitioners  for  the  purpose  of  this  act,  and  any  committee,  arbitra- 
tor, or  judge  may,  subject  to  regulations  made  by  the  Secretary  of 
State  and  the  Treasury,  appoint  any  such  practitioner  to  report  on 
any  matter  which  seems  material  to  any  question  arising  in  the  arbi- 
tration ;  and  the  expense  of  any  such  medical  practitioner  shall,  sub- 
ject to  Treasury  regulations,  be  paid  out  of  moneys  to  be  provided  by 
Parliament. 

f(U)  (15)  (16)  Appropriate  pliraseology  for  Scotland  and  Ireland.] 
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COURNOT  AND  MATHEMATICAL  ECONOMICS. 

"  CaumoVs  geniiis  must  give  a  new  mental  actinity  to  every  one  who 
passes  through  his  hands.*^ — Marshall. 

The  appearance  in  English*  of  Coumot*s  Principes 
Mathimatique%  offers  a  suitable  occasion  for  a  review  of 
that  remarkable  work  and  of  the  later  developments  of  eco- 
nomic method  which  it  foreshadowed.  In  the  six  decades 
since  the  original  work  was  published,  a  decided  change 
has  taken  place  in  the  modes  of  conceiving  and  treating 
economic  problems.  For  good  or  for  ill  the  mathematical 
method  has  finally  taken  root,  and  is  flourishing  with  a 
vigor  of  which  both  its  friends  and  enemies  little  dreamed. 
Sixty  years  ago  the  mathematical  treatise  of  Coumot 
was  passed  over  in  silence,  if  not  contempt.  To-day  the 
equally  mathematical  work  of  Pareto  is  received  with 
almost  universal  praise.  In  Cournot's  time  "  mathemati- 
cal economists  "  could  be  counted  on  one's  fingers,  or  even 
thumbs.    To-day  they  muster  some  thirty  active  enthusi- 

*J2eMard^  into  the  Mathematical  Principles  (^  the  Theory  <^  Wealth.  Bj 
Aoflrnstiii  Goumoi,  1838,  traadated  by  Na<2iaiiiel  T.  Baoon.  In  the  "Eoo- 
Bomio  Glaauos^'  aeriei.    BlaomiUao,  1897. 
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asts  and  a  much  larger  number  of  followers  and  sympa- 
thizers. In  1838  there  seems  to  have  been  no  institution 
of  learning  besides  the  Academy  at  Grenoble,  of  which 
Cournot  was  rector,  where  "mathematical  economies'* 
were  employed  or  approved.  In  1898  there  are  at  least  a 
dozen  such  Institutions,  and  in  England  alone  half  that 
number,  Oxford  and  Cambridge  among  them.  It  is  in 
France,  the  prophet's  own  country,  where  he  is  still  with- 
out honor.  When  Cournot  wrote,  no  journal  existed  in 
which  such  investigations  as  his  could  find  a  welcome. 
To-day  the  Economic  Journal^  the  Journal  of  the  Royal 
StatisticcU  Society^  the  Q-iomale  degli  Hconomisti^  and  the 
Nationaloekonomisk  Tidsskrift  receive  such  material  with 
more  or  less  regularity ;  while,  within  the  last  eight  years 
alone,  twenty  other  journals  have  occasionally  published 
economic  articles  containing  mathematics.  Opponents  of 
the  new  method  no  longer  venture  to  ignore  or  ridicule 
it,  but,  in  academic  circles  at  least,  seek  to  acquaint  them- 
selves with  its  history  and  present  aims  as  matters  of 
necessary  and  professional  information.  In  recognition 
of  such  wide-spread  interest  the  latest  Dictionary  of  Po- 
litical Economy  devotes  some  forty  articles  to  the  history, 
writings,  methods,  and  terminology  of  the  "  mathematical 
school." 

It  may  fairly  be  claimed  that  Cournot  was  the  principal 
founder  of  this  school.*  For  this  reason,  if  for  no  other, 
his  book  is  an  "  economic  classic,"  and  as  such  deserves 
careful  study.  But  its  interest  is  not  simply  historical. 
The  bulk  of  its  reasoning  and  conclusions  has  never  yet 
been  superseded.  Those  who  now  read  it  for  the  first 
time  will  find  it  as  new  and  fresh  as  any  modem  investi- 
gation. As  the  original  work  has  long  been  out  of  print 
and  scarce  in  the  antiquarian  market,  the  present  edition 
serves  the  double  purpose  of  translation  and  second  edi- 
tion.   Moreover,  thanks  to  the  painstaking  work  of  the 

*  or.  WaliM,  UUorie  Math^maiiqHe  de  la  Richei$e  SocUUe,  1863,  p.  9. 
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translator,  it  far  suipasses  the  original  in  typographical 
accuracy,  a  prime  requisite  in  a  mathematical  work. 

Exclusive  of  the  preface  and  appended  bibliography, 
the  text  occupies  166  pages.  Of  this  material,  the  last 
two  chapters,  making  45  pages,  have  only  an  historical 
interest.  As  we  shall  see,  they  are  vitiated  throughout 
by  fallacious  conceptions  of  income.  About  18  other 
pages  (namely,  §§  84,  89,  42,  46  (2d  par.),  48,  49,  52,  54, 
64,  65,  72,  78)  may  be  omitted  without  loss  of  continuity 
and  without  great  loss  of  substance.  The  remaining 
103  pages  are  almost  uniformly  excellent,  and  will  repay 
very  thorough  study  by  all  who  care  for  exact  ideas 
and  demonstrations  in  Political  Economy.  Further- 
more, the  reader  will  find,  before  he  has  gone  far,  that 
very  thorough  study  is  indispensable  to  a  mastery  of 
the  subtle  author.  Jevons,  though  himself  a  mathemati- 
cal economist,  confesses,  with  characteristic  candor,  ^^I 
have  by  no  means  mastered  all  parts,  ....  my  mathe- 
matical power  being  insufficient  to  enable  me  to  follow 
Coumot  in  all  parts  of  his  analysis."  *  The  general  trend 
of  reasoning  and  the  final  conclusions  will  be  patent  to 
the  most  non-mathematical  reader,  and  I  have  heard  a 
distinguished  economist  of  that  description  say  that  he 
found  the  book  easy  reading.  But  a  slight  acquaintance 
with  the  notations  of  the  Differential  Calculus  is  neces- 
sary for  interpreting  the  formulae,  and  considerable  famili- 
arity for  deriving  them  in  some  cases.  To  lift  the  beginner 
in  the  Calculus  over  the  last  sort  of  difficulties,  I  have 
appended  to  this  article  a  series  of  notes.f  The  work  is, 
of  course,  not  wholly  mathematical.  Of  the  103  pages 
above  mentioned,  containing  the  essential  parts,  only 
about  70  are  mathematical.  The  reader  who  will  make 
up  his  mind  at  the  outset  to  work  his  way  through  these 
pages  at  halfnspeed  or  quarter-speed  need  not  chafe  over 

*  Theory  qf  Politieai  Economy^  preface  to  2d  edition,  p.  zsdz  of  3d  edition.  , 
t  See  the  Appendix. 
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necessary  hindrances  and  delays,  and  will  not  regret  the 
extra  time  required. 

In  his  preface  Cournot  defends  his  method  of  treating 
economic  science.  Few  better  statements  exist  of  the 
aims  and  merits  of  ^'  deductive "  and  ^^  mathematical " 
economics.  While  welcoming  all  study  of  facts,  Cournot 
insists  on  a  framework  of  theory  in  which  those  facts  fit. 
A  very  few  facts  (such  as  that  demand  increases  with  a 
decrease  of  price)  suflfice  to  determine  the  main  outlines 
of  that  theory,  though  its  exact  form  depends  on  the  spe- 
cific circumstances  of  each  particular  case.  He  answers 
the  alleged  objection  to  a  mathematical  treatment  that 
economic  problems  lack  the  data  for  numerical  solution :  — 

Those  skilled  in  mathematioal  analysis  know  that  its  object  is  not 
simply  to  calonlate  numbers,  bat  that  it  is  also  employed  to  find  the 
relations  between  magnitudes  which  cannot  be  expressed  in  numbers 
and  between /tinc/ionf  whose  law  is  not  capable  of  algebraic  expres- 
sion. .  .  .  Thus  .  .  .  theoretical  mechanics  furnishes  to  practical 
mechanics  general  theorems  of  most  useful  application,  although  in 
almost  all  cases  recourse  to  experience  is  necessary  for  the  numerical 
results  which  practice  requires.* 

Entering  upon  the  book  itself,  we  find  that  it  naturally 
falls  under  three  heads.  The  introductory  chapters,  treat- 
ing of  value,  "  absolute  and  relative,"  and  of  the  foreign 
exchanges,  are  quite  apart  from  the  rest  of  the  book. 
Chapters  IV.-X.  inclusive  discuss  the  determination  of 
prices  under  different  conditions  as  to  monopoly  and  com- 
petition, taxes  and  bounties.  This  portion  of  the  work  is 
the  most  distinctive  and  the  most  widely  celebrated.  The 
remaining  two  chapters  give  an  ambitious  but  erroneous 
theory  of  "  Social  Income." 

Chapter  I.  is  devoted  to  defining  wealth,  which  term 
Cournot  uses  in  the  sense  of  value  in  exchange.  He  care- 
fully distinguishes  this  idea  from  utility^  with  which  he 
conceives  the  economist  has  no  direct  concern.     Here* 

•Pac:e3. 
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of  course,  he  differs  materially  from  modern  mathemat- 
ical economists,  beginning  with  Jevons  and  Walras.  To 
prevent  all  misunderstanding,  Cournot  points  out  that, 
under  his  definition  of  wealth,  the  destruction  of  spices  by 
the  East  India  Company,  though  opposed  to  the  general 
good,  was  a  ^'  real  creation  of  wecAth  in  the  commercial 
sense  of  the  word."  What  relations  exist  between  wealth 
thus  conceived  and  the  welfare  of  the  human  race  Cournot 
regards  as  too  difQcult  a  problem  to  admit  of  present  solu- 
tion. Yet  he  does  not  disparage  efforts  towards  that  end. 
Chapter  II.  deals  with  "  Changes  in  Value,  Absolute  and 
Relative,"  —  a  subject  of  engaging  interest  in  these  latter 
days  of  conflicting  monetary  standards.  The  reader  will 
be  filled  with  surprise  and  admiration  at  Coumot's  antici- 
pations of  modern  thought  on  this  difficult  topic.  The 
value»  of  a  system  of  commodities  are  compared  to  the 
positions  of  a  system  of  particles.  The  value  of  each  com- 
modity is  expressed  relatively  to  other  commodities,  just 
as  the  position  of  each  particle  is  expressed  by  refer- 
ence to  the  other  particles.  When  a  change  occurs  in  the 
relative  values  or  positions,  the  question  arises,  Which  term 
of  the  comparison  has  suffered  an  ahsolvte  change  ?  Cling- 
ing to  physical  analogy,  Cournot  cites  the  remarkable  pas- 
sage in  Newton's  Principia  in  which  an  "  absolute  space  " 
is  supposed  as  a  background  for  mechanical  motion,  dis- 
tinct from  the  "  relative  space  "  made  up  of  the  system  of 
moving  points.  He  does  not  despair  of  distinguishing 
statistically  absolute  and  relative  changes,  and  observes 
that  in  case  all  commodities  except  one,  such  as  gold  or 
silver,  preserve  the  same  relative  values,  the  probability  is 
greater  that  the  one  commodity  has  changed  than  that  all 
the  others  have  changed.  Although  the  whole  discussion 
lacks  one  of  its  modern  elements, —  the  idea  of  utility, —  it 
must  nevertheless  be  regarded  as  more  profound  and 
worthy  of  serious  consideration  than  most  contempora- 
neous treatments  of  the  same  theme. 
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Of  the  third  chapter,  on  foreign  exchange,  Jevona  says, 
rather  dubiously,  that  it  is  ^^  highly  ingenious,  if  not  par- 
ticularly useful."  *  Its  utility,  however,  seems  commen- 
surate with  the  utility  of  the  subject  of  which  it  treats. 
It  is  a  correct  first  approximation,  based  on  the  hypoth- 
esis of  a  regularly  recurring  annual  indebtedness  between 
nations  or  ^^  centres  of  exchange."  So  far  as  it  fails  to 
explain  the  complex  facts  of  the  exchange  market,  the 
failure  is  due  to  this  arbitrary  hypothesis,  which  neglects 
** dynamic"  causes.  When  a  completer  theory  is  de- 
veloped (so  far  as  I  am  aware,  none  such  exists  as  yet), 
it  will  establish  laws  governing  the  oscillations  of  ex- 
changes and  the  part  played  by  foresight  and  speculation 
in  such  transitions. 

Supposing  only  two  centres  of  exchange,  (1)  and  (2), 
and  supposing  (1)  to  be  annually  indebted  to  (2)  the  sum 
of  TTii^s  francs,  and  (2)  to  (1)  m^^i  francs,  if  Ci<^  is  the  rate 
of  exchange  at  (1)  on  (2), "  or  the  amount  of  silver  given 
at  the  place  (2)  in  exchange  for  a  weight  of  silver  ex- 
pressed by  1  and  payable  at  the  place  (1)/'  then  e^^  = 

^^.     If  three  centres  are  taken   instead   of  two,  the 

formula  becomes  more  complicated ;  but  it  is  still  possible 
to  derive  the  six  rates  of  exchange  in  terms  of  the  six 
sums  of  indebtedness  between  the  three  centres,  and  so 
on  for  any  number  of  centres.  The  limits  set  by  the 
*^  specie  points  "  are  discussed,  and  the  case  of  exchange 
between  gold  and  silver  countries  without  a  par  of  ex- 
change is  briefly  touched  upon. 

With  Chapter  IV.  the  main  portion  of  the  work,  the 
theory  of  prices,  begins.  Coumot  assumes  that  the  de- 
mand for  an  article,  in  the  sense  of  the  quantity  of  it 
annually  consumed,  varies  with  (i.«.,  is  a  "  function  "  of) 
its  price.  The  relation  between  price  and  demand  is 
delineated  by  the  now  familiar  ^^  demand  curve,"  which 

*Tkeory  qf  Political  Economy^  3d  edition,  p.  xzix. 
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Coumot  was  the  first  to  introduce.  The  character  of  this 
relation  —  i.e.^  the  form  of  the  demand  curve  —  depends  on 
*^  the  kind  of  utility  of  the  article,  on  the  nature  of  the 
services  it  can  render  or  the  enjoyments  it  can  procure,  on 
the  habits  and  customs  of  the  people,  on  the  average 
wealth,  and  on  the  scale  on  which  wealth  is  distributed."  * 
As  is  well  known,  Walras  and  later  writers  have  gone  a 
step  deeper  into  the  analysis,  and  have  shown  how  to 
deduce  the  general  demand  curve  used  by  Coumot  from 
a  system  of  individual  demand  curves,  and  have  in  turn 
deduced  the  individual  curves  from  systems  of  relations 
between  the  *^ utility  of  the  article"  and  its  quantity, 
and  from  the  ^^  nature  and  habits  of  the  people  "  and  the 
*^  scale  on  which  wealth  is  distiibuted."  In  doing  this, 
they  have  not  superseded  Coumot,  but  have  simply  laid 
bare  the  foundations  on  which  he  built. 

Given  the  law  of  demand,  Coumot  first  supposes  a 
complete  monopoly  of  the  article  in  question,  and  shows 
what  price  will  yield  the  maximum  profit.  He  points  out 
{§  80)  thdkt  fixed  chargei^  or  costs  which  do  not  vary  with 
the  output,  have  no  influence  on  price, — a  theorem  whose 
truth  and  importance  are  often  overlooked  to-day,  except, 
perhaps,  in  America,  where  it  has  been  made  conspicuous 
both  in  railway  experience  and  theory.f  Only  the  running 
€vpen»e%  figure  in  the  determination  of  rates.  Cournot 
shows  that  an  increase  of  what  would  now  be  called 
marginal  cost  always  causes  an  increase  in  the  price 
under  a  monopoly,  but  that  the  rise  of  price  \a  sometimes 
more  and  sometimes  less  than  the  amount  of  the  increase 
of  cost.  The  criterion  for  distinguishing  the  two  cases  is 
deduced  and  discussed. 

In  passing  from  the  study  of  perfect  monopoly  to  that 
of  perfect  competition,  Coumot  considers  also  the  inter- 
mediate case  of  a  few,  say  two,  competitors.  The  opera- 
tion of  self-interest  in  this  case  will,  Coumot  contends, 

•  Page  47.  t  See  Hadley,  BaUway  Trantportatian,  p.  265. 
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cause  an  equilibrium  price  to  emerge,  which  will  be  lower 
than  if  the  two  rivals  had  combined,  but  higher  than  if  a 
third  competitor  should  enter  the  field. 

Cournot's  treatment  of  this  difficult  problem  is  brilliant 
and  suggestive,  but  not  free  from  serious  objections.  The 
fault  to  be  found  with  the  reasoning  is  in  his  premise  that 
each  individual  will  act  on  the  assumption  that  his  rival's 
output  is  constant,  and  will  strive  only  to  so  regulate  his 
own  output  as  to  secure  the  largest  profits.  He  is  re- 
garded as  oblivious  of  the  consequences  of  his  action  on 
the  tactics  of  his  rival,  and  as  assuming  that  the  price 
which  will  be  charged  by  that  rival  will  be  neither  more 
nor  less  than  that  necessary  to  take  off  the  fixed  output 
imputed  to  him  plus  the  output  decided  upon  by  himself. 
Under  these  conditions,  Cournot's  conclusions  will  hold 
true.  But  the  conditions  are  not  those  which  actually 
apply  to  competition  between  two  producers.  A  more 
natural  hypothesis,  and  one  often  tacitly  adopted,  is  that 
each  assumes  his  rival's  price  will  remain  fixed,  while  his 
own  price  is  adjusted.  Under  this  hypothesis  each  would 
undersell  the  other  as  long  as  any  profit  remained,*  so 
that  the  final  result  would  be  identical  with  the  result  of 
unlimited  competition.  But,  as  a  matter  of  fact,  no  busi- 
ness man  assumes  either  that  his  rival's  output  or  price 
will  remain  constant  any  more  than  a  chess  player  as- 
sumes that  his  opponent  will  not  interfere  with  his  effort 
to  capture  a  knight.  On  the  contrary,  his  whole  thought 
is  to  forecast  what  move  the  rival  will  make  in  response 
to  one  of  his  own.  He  may  lower  his  price  to  steal  his 
rival's  business  temporarily  or  with  the  hope  of  driving 
him  out  of  business  entirely.  He  may  take  great  care  to 
preserve  the  modtis  vivendi^  so  as  not  to  break  the  market 
and  provoke  a  rate  war.     He  may  raise  his  price,  if  ruin- 

*  Cf,  Bertraad,  Journal  des  SavanU,  1883,  p.  603 ;  ManluJl,  Principles,  i.^ 
2d  edition,  p.  467 ;  Paroto,  Cours  d^lSconomie  Politique^  i.  p.  67 ;  Edgeworth, 
Oiomah  degli  EconomM,  June,  1897,  p.  24. 
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ously  low,  in  hopes  that  his  rival,  who  is  in  the  same  diffi- 
culty, may  welcome  the  change,  and  follow  suit.  The 
whole  study  is  a  ^^  dynamic "  one,  and  far  more  complex 
than  Coumot  makes  it  out  to  be.  The  completest  treat- 
ment of  this  intricate  and  neglected  problem  is  contained 
in  Professor  Edgeworth's  brilliant  articles  in  the  Q-iomale 
degli  Sconomisti.* 

Passing  on  to  the  case  of  ^^ unlimited  competition'^ 
(Chapter  VIII.)i  Coumot  shows  that  the  price  is,  in  this 
case,  equal  to  the  ^^  marginal  cost  of  production."  Cour- 
not  himself  does  not  use  this  term  nor  any  other  verbal 
description  of  the  magnitude  involved.  He  confines  him- 
self to  mathematical  symbolism.  '4>(x)  being  the  total 
cost,  to  a  particular  producer,  of  producing  x  units,  4>'(x) 
will  be  equal  to  the  price.  Since  <^'(^)  is  the  rate  of 
increase  of  cost  per  unit  of  increased  product, —  ue.j 
*'  marginal  cost,"  —  Cournot  must  be  counted  among  the 
anticipators  of  Jevons,  Menger,  and  Walras.  These  an- 
ticipators now  appear  to  be  Bernouilli,  Anderson,  Ricardo, 
Yon  Thiinen,  Rae,  Coumot,  Dupuit,  and  Gossen. 

If  we  plot  the  relation  between  the  product  of  each 
individual  and  his  resulting  marginal  cost,  we  have  a 
system  of  individual  supply  curves.  These  may  be  com- 
bined into  a  single  general  supply  curve,  which  Cournot 
uses.  He  shows,  what  is  now  familiar  to  every  student, 
that  the  intersection  of  this  general  supply  curve  with  the 
general  demand  curve  determines  price.  It  is  significant 
of  the  slow  growth  of  economic  science  that  these  graphic 
pictures  of  supply  and  demand,  now  in  almost  universal 
use  in  text-book  and  class-room,  were  ignored  or  forgotten 
by  Coumot's  contemporaries,  and  were  only  restored  in 
1870,  when  independently  obtained  by  Fleeming  Jenkin. 
With  his  name,  rather  than  with  Coumot's,  they  are  gen- 
erally associated  to-day. 

In  the  same  chapter  Coumot  enunciates  two  other  prin- 

*1897,  June,  October,  and  Noyember. 
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ciples  which  have  become  classic,  though,  like  that  just 
mentioned,  they  are  seldom  duly  credited  to  him.  One  is 
in  regard  to  the  law  of  diminishing  returns  (p.  91),  and 
the  other  is  that  a  tax  on  an  article  subject  to  ^^  unlimited 
competition "  will  raise  the  price  by  an  amount  less  than 
the  tax  itself  (p.  98). 

Cournot  next  considers  the  ^^  mutual  relations  of  pro- 
ducers ''  or  the  connections  between  complementary  ma- 
terials, such  as  copper  and  zinc,  which  enter  jointly  into 
the  production  of  a  composite,  such  as  brass.  Cournot 
was  apparently  the  first  to  inyestigate  such  ^^  joint  de- 
maud."  His  study  here,  unlike  the  rest  of  his  work,  is 
confined  to  a  special  Case ;  namely,  that  where  the  com- 
ponent articles  enter  in  perfectly  definite  proportions  into 
the  joint  article.  He  shows,  among  other  things,  that  the 
control  by  a  single  monopolist  of  both  copper  and  zinc 
will  result  in  a  lower  price  of  brass  than  the  control  of 
copper  by  one  monopoly  and  zinc  by  the  other.  That  is, 
in  the  case  of  complementary  commodities,  it  is  better  for 
the  consumer  to  be  at  the  mercy  of  one  monopolist  than 
two.  An  important  application.  Professor  Edgeworth 
points  out,  is  to  railway  rates,  where,  as  is  well  known, 
lower  fares  follow  the  consolidation  of  connecting  lines. 
But,  although  Coumot's  conclusions  are  in  the  main  con- 
sonant with  facts,  his  analysis  of  motives  in  the  minds  of 
the  two  monopolists  is  subject  to  milch  the  same  objection 
as  above  expressed  in  the  case  of  two  competitors.* 
Turning  to  the  more  trustworthy  case  of  unlimited  com- 
petition, Cournot  develops  several  interesting  results, 
among  them  that  a  tax  levied  on  one  of  the  two  compo- 
nent articles  will  raise  the  price  of  that  article  and  of  the 
composite  article,  but  will  lower  the  price  of  the  other 
component. 

In  introducing  the  subject  of  import  duties  or  bounties, 
^^  without  pretending,  which  would  be  absurd,  to  contrar 
diet  the  opinion  which  has  been  very  generally  formed,  of 

*See  Edgeworth,  Giomale  degli  Economitti^  1897,  June  and  Ootober. 
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the  advantages  for  the  community  procured  by  improve- 
ments in  the  means  of  communication  or  by  the  extension 
of  markets,"  *  Cournot  suggests  that  the  extreme  position 
of  free  traders  is  untenable.  In  following  out  this  con- 
tention, Cournot  commits  a  mathematical  blunder  which 
invalidates  his  main  thesis ;  namely,  that  a  tariff  on  im- 
ports may,  under  certain  peculiar  circumstances,  lower 
prices  of  the  goods  imported.  Formulae  (6)  on  page  122 
are  erroneous!  for  reasons  explained  in  the  appended 
notes  (No.  60).  The  correct  formulae  may  be  transcribed 
from  those  given  by  putting  zero  for  c  With  this  change 
it  will  be  seen  that  Couiiiot's  arguments  on  pages  128  and 
124  are  quite  destroyed. 

This  singular  error  supplies  one  of  many  examples  of  a 
serious  fault  in  our  talented  author, —  gross  carelessness. 
In  spite  of  extraordinary  acuteness  and  precision  of  mind, 
Cournot  was  neglectful  of  his  duties  as  verifier  and  proof- 
reader. The  translator,  Mr.  Bacon,  has  convicted  him  of 
some  thirty-five  inaccuracies.  Though  most  of  these  are 
obvious  misprints,  some  are  clearly  due  to  hasty  and  heed- 
less mathematical  transformations.  Fortunately,  only  two 
of  them  affect  the  economic  conclusions  drawn.  The  first 
has  just  been  mentioned,  and  the  second  will  soon  appear. 
It  was  not  ignorance  or  unfamiliarity  with  mathematics 
which  caused  these  slips.  The  evidence,  internal  and  ex- 
ternal, is  decisive  against  this  view.  Rather  was  it  his 
very  facility  in  employing  the  mathematical  apparatus 
which  led  Cournot  to  omit  the  essential  labor  of  reviewing 
his  reasoning  and  of  checking  his  results  by  common  sense. 
The  impossibility  of  formulae  (6),  page  122,  appears  from 
the  simplest  inspection ;  for  it  is  a  priori  evident  that  8 
(the  effect  of  the  tax)  ought  to  vanish  when  u  (the  tax) 
vanishes,  which  it  does  not  do.| 

*Pagel21. 

t  or.  Ed^worth,  in  Pal^rave's  Diotionftry,  article  "  Conraoi,*'  and  Berry 
juid  Sanger,  quoted  by  Edgeworth,  Economic  Journal,  1894,  p.  627. 

I  Cf.  ArUinr  Berry,  quoted  by  Edgeworth,  Economic  Journal,  1894,  p.  627. 
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Most  readers  of  Cournot  have  trusted  his  mathematics, 
but  been  puzzled  by  his  conclusions.  Professor  Bastabla 
tries  to  explain  the  matter  by  the  influence  of  some  preju- 
dice on  his  judgment.*  But  such  an  explanation  does  not 
seem  to  be  required.  Cournot's  "curious  views"  are  in 
large  measure  due  to  the  mathematical  error  above  men- 
tioned. Moreover,  his  whole  book  stamps  him  as  the 
most  dispassionate  of  truthnseekers.  He  expressly  dis- 
claims any  feeling  in  favor  of  protection  :  — 

If  we  have  tried  to  overthrow  the  doctrine  of  Smith's  school  as  to 
barriers,  it  was  only  from  theoretical  considerations,  and  not  in  the 
least  to  make  ourselves  the  advocates  of  prohibitory  and  restrictive 
laws.f 

Again,  in  his  preface,  he  says  :  — 

I  am  far  from  having  thoaght  of  writing  in  support  of  any  system^ 
and  from  joining  the  banners  of  any  party ;  I  believe  that  there  is  an 
immense  step  in  passing  from  theory  to  governmental  applications  ;  I 
believe  that  theory  loses  none  of  its  value  in  thus  remaining  preserved 
from  contact  with  impassioned  polemics ;  and  I  believe,  if  this  essay 
is  of  any  practical  value,  it  will  be  chiefly  in  making  clear  how  far 
we  are  from  being  able  to  solve,  with  fall  knowledge  of  the  case,  a 
multitude  of  questions  which  are  boldly  decided  every  day. 

The  two  concluding  chapters  on  "  Social  Income  "  are 
the  most  unsatisfactory  in  the  book.  They  form  one  of 
those  innumerable  and  futile  attempts  to  define  the  income 
of  a  community  and  analyze  its  variations.  Cournot  here 
loses  his  accustomed  perspicuity.  He  first  describes  social 
income  as  the  sum  of  individual  incomes,  the  latter  term 
being  regarded  as  self-explanatory.  He  then  redefines  it 
as  the  sum  of  commodities  ^'  for  consumption."  He  thinks 
he  bridges  over  the  gap  between  these  two  descriptions  of 

*  "  The  treatment  of  the  topic  [the !  benefits  of  a  tariff]  in  to  defeotive  a 
manner  by  an  able  and  oritical  investicrator  suggests  the  belief  that  some  dis- 
turbing eause  must  have  influenced  his  judgment,  and  his  evident  desire  to 
discoyer  a  acientifio  foundation  for  protectionism  furnishes  us  with  a  yery 
probable  explanation  of  his  curious  yiews."  International  Trade,  2d  edition, 
p.  179.  t  Page  171. 
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income  on  the  .theory  that  the  price  of  any  commodity 
^*  for  consumption  "  consists  of  parts  ascribable  to  the  dif- 
ferent agents  of  production.  This  being  the  case,  if  D  be 
the  entire  consumption  of  a  "commodity  for  consump- 
tion," and  p  the  price,  "  the  product  pD  will  express  the 
sum  to  the  extent  of  which  this  commodity  co-operates  in 
making  up  the  social  income."  If  p^D^  be  the  value  of 
this  product  at  one  time,  and  piDi  that  at  another,  the 
difference  between  them,  P(yDo — Pi^v  expresses  the  dim- 
inution of  social  income  (assuming  for  illustration  that 
Pil>i  is  the  lesser  of  the  two  products).  This  diminution 
occurs  in  the  incomes  of  the  various  persons  contributing 
to  the  prodttetion  of  the  commodity  in  question ;  and 
Ooumot  argues  that  the  incomes  of  all  other  persons  may 
be  considered  unchanged,  for  perturbations  in  the  prices 
of  other  commodities  are  apt  to  occur  as  much  in  one 
direction  as  in  the  other  (pp.  129-182.) 

According  to  this  reckoning,  a  dearth  of  a  necessity  of 
life  may  cause  an  increase  of  social  income  if  the  price 
rises  faster  than  the  quantity  consumed  falls !  To  over- 
come this  difiSculty,  Cournot  distinguishes  between  the 
"nominal"  reduction  of  income  just  described  (po2>o  — 
PiD^  and  a  real  reduction  of  income.  He  attempts  to 
describe  this  real  reduction  of  income  without  describing 
any  "  real  income."  The  real  reduction  is  found  by  tak- 
ing into  account  the  sacrifices  that  consumers  of  the  com- 
modity suffer  in  paying  higher  prices.  Although  it  was 
already  shown  that  the  incomes  of  consumers,  as  a  whole, 
may  be  considered  as  unchanged,  still  those  who  continue 
to  buy  after  the  price  has  risen  have  to  pay  the  rise  pi — po 
on  their  purchase  Di,  thus  expending  (pi — Po)^i  more 
income  for  precisely  the  same  return.  Hence  they  "  are 
really  in  just  the  same  situation  as  to  fortune  as  if  the 
commodity  had  not  risen  and  their  incomes  had  been 
diminished  by  (pi — Po)^v'  Adding  this  virtual  loss 
of  income  for  consumers  to  the  loss  already  shown  for 
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producers,  —  namely,  po  Do  —  Pi  ^i»  — •  Coumot  obtains 
Po{Dq  —  Dti  as  the  total  real  loss.  He  confesses,  however, 
that,  even  with  this  amendment,  he  has  not  taken  account  of 
the  loss  to  consumers  who  have  ceased  to  buy  the  commodity 
because  of  the  increased  price,  or  of  part  of  the  loss  (in  the 
shape  of  reduced  purchases)  to  those  who  do  buy,  but  buy 
less.  He  pleads  in  extenuation  of  this  omission:  ^^But 
this  kind  of  damage  cannot  be  estimated  numerically.  .  .  . 
Here  comes  in  one  of  those  relations  of  size  which  num- 
bers can  indicate,  indeed,  but  cannot  measure."  Had 
Coumot  reached  the  conception  of  ^' consumers'  rent,"  he 
would  have  seen  that  numbers  can  measure  as  well  as  in- 
dicate the  damage  in  question.* 

In  the  final  chapter  Cournot  applies  his  ideas  of  income 
to  international  trade,  and  attempts  to  show  in  particular 
that  a  protective  tariff  may,  under  special  circumstances, 
increase  the  national  income.  Inasmuch  as  the  idea  of  in- 
come is  so  arbitrary  and  faulty,  little  or  no  importance  at- 
taches to  such  speculations.! 

Such,  in  brief,  are  some  of  the  main  outlines  of  Cour- 
not's  economic  doctrines.  It  is  not  possible,  however,  to 
reproduce  the  striking  and  ingenious  observations  with 
which  his  pages  bristle,  or  to  reflect  the  strong,  clear 
style  in  which  those  observations  are  expressed.  To  feel 
Cournot's  power  and  stimulus,  the  reader  must  actually 
"  pass  through  his  hands."  He  will  scarcely  f aU  to  come 
away  with  a  "  new  mental  activity." 

*  Cf.  Edgewoiih,  Economic  Journal^  1894,  p.  628.  If  the  price  riseB  from 
OT  to  OV  (see  Fig.  6,  in  Gonmot),  the  Ion  to  ooDSiuiieTS,  aa  estimated  by 
Coumot,  is  the  rectangle  TSf^  wheieae  the  loes  of  consumers'  rent  is  the  trape- 
loid  STiyS',  That  is,  the  loss  due  to  consumers  giving  up  consumption, 
which  loes  was  neglected  by  Coumot,  is  the  triangle  of  which  8S^  is  hypothe- 
nuse.  Evidently,  this  triangle  may  be  very  large.  Cournot's  erroneous  views 
on  social  income  are  treated  at  length  by  Pareto,  GiomaU  degli  EcanomisH, 
1891,  vol.  iv.  pp.  1-14. 

t  In  one  of  them  Coumot  falls  again  into  mathematical  error.  The  in- 
equality near  the  end  of  p.  158 — namely,  E  <E —  (Dt —  IXb)  —  is  incorrect. 
It  impUes  that  Db  <  iXb,  which  contradicts  what  was  said  on  p.  155,  line  9. 
The  author  seems  to  have  forgotten  that  IXb  does  not  here  mean  quantity  con- 
sumed, but  quantity  produced  (see  p.  151,  §  88,  line  9). 
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And  yet  it  is  not  surprising  that  the  book  seemed  a 
failore  when  first  published.  It  was  too  far  in  advance 
of  the  times.  Its  methods  were  too  strange,  its  reason- 
ings too  intricate,  for  the  crude  and  confident  notions  of 
political  economy  then  current.  It  was  quite  inevitable 
that  it  should  be  neglected  and  forgotten  until  such 
kindred  spirits  as  Jevons  and  Walras  pointed  out  its 
virtues.  Coumot  accepted  the  situation  philosophically, 
and  tried  to  make  his  theories  more  palatable  by  divesting 
them  of  the  mathematical  form.  He  published  his  Pririr 
eipef  de  la  ThSorie  de%  Riches%e%  in  1868,  and  in  1876,  the 
year  before  his  death,  his  Revue  sommaire  des  Doctrinei 
jSlcanomiqttes.  Both  contain  new  matter.  The  secoud  is 
said  to  retain  the  more  successfully  the  strength  and 
virtues  of  the  Principes  MathSmatiqaeB.  I  have  seen 
only  the  first.  Of  this  Jevons  *  said,  with  justice,  that  it 
"  does  not  compare  favorably  in  interest  and  importance 
with  "  the  Principes  MathSmatiques, 

In  the  seventies  the  main  work  began  to  show  signs  of 
coming  to  life.  Walras  quoted  and  praised  it  in  his 
iflSmertts  ffJEconomie  Politiqiie^\  published  in  1874,  and 
in  later  works.]:  In  1875  an  Italian  translation  appeared 
in  the  excellent  series  of  Boccardo,  Biblioteca  delV  JEc<h 
nomista.  In  1879  Jevons,  in  the  preface  to  the  second 
edition  of  his  Theory  of  Political  Economy^  described  the 
contents  of  the  book,  a  copy  of  which  he  had  found  as 
early  as  1872.  With  these  sponsors  the  work  was  brought 
into  prominence,  and  studied  with  care.  Among  those 
who  served  to  extend  its  fame  were  Launhardt,  Auspitz 
and  Lieben,  Lexis,  Marshall,  Edgeworth,  Cossa,  Panta- 
leoni,  Pareto,  and  Barone.  Marshall  testifies  that  his 
mode  of  formulating  economic  problems  was 

most  affected  by  mathematioal'  oonceptions  of  oontinnity,  as  rep- 
resented  in  Coumot's    Principes   MaihdmaiiqueB    de  la   Theorie  dee 

*  Theory^  3d  edition,  p.  zzz.  f  E,g.^  preface  and  p.  423. 

X  E.g.,  ThioiU  Mathimatique  de  la  Bidiesse  Sodale,  1883,  p.  9. 
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Riehesus.  He  taaght  that  it  is  necessary  to  face  the  diffioalty  of  re- 
garding the  varions  elements  of  an  economic  problem,  not  as  deter- 
mining one  another  in  a  chain  of  causation,  A  determining  B,  B  de- 
termining C,  and  so  on,  bat  as  all  mutoally  determining  one  another. 
Nature's  action  is  complex ;  and  nothing  is  gained  in  the  long  run  by 
pretending  that  it  is  simple,  and  trying  to  describe  it  in  a  series  of 
elementary  propositions. 

Under  the  guidance  of  Coumot  and  in  a  less  degree  of  Von 
Thiinen,  I  was  led  to  attach  great  importance  to  the  fact  that  our 
obserrations  of  nature,  in  the  moral  as  in  the  physical  world,  relate 
not  so  much  to  aggregate  quantities  as  to  increments  of  quantities.* 

Edgeworth  admires  ^^  Cournot's  masterly  analysis  of  the 
dealings  between  a  monopolist  seller  and  a  number  of 
buyers  competing  against  each  other,"!  J^^^d  makes  fre- 
quent quotations  and  comments  in  numerous  articles 
on  Taxation,  International  Trade,  and  Money4 

Seligman,  writing  on  taxation,  says :  — 

The  authors  who  have  in  some  respects,  and  within  a  limited  field, 
done  the  best  work  in  the  study  of  incidence  of  taxation,  are  precisely 
those  who  have  hitherto  generally  been  overlooked  [namely,  mathe- 
matical economists] Of  these,  by  all  means  the  ablest  and  most 

euggestive  is  Coumot.§ 

Cournot's  influence  and  eminence  have  not  been  confined 
to  economics.  He  was  something  of  a  man  of  affairs,  as 
is  evident  from  the  positions  which  he  occupied.  ||  His  lit- 
erary work  was  manyngided.  In  addition  to  editing  and 
translating,  he  published  several  works  of  note,  both  on 
Mathematics,  pure  and  applied,  and  on  Philosophy.  Louis 
Liard,  a  competent  critic,  in  an  extensive  review  of  a  half- 
dozen  philosophical  writings  of  Cournot,  says :  — 

Pendant  plus  de  quarante  ans,  il  a  mis  au  senrice  de  la  philosophie 
une  science  profonde  de  g^ometre,  des  connaissances  encyclop^diques, 

•PnWjofe*,  p.  xiT. 

t  Addreoi  before  Sectioii  F  of  British  AcsooiatioD,  1889,  Nature^  September 
19, 1889,  p.  499. 

tE.g„  Economic  Journal,  1894,  pp.  624,  »q,;  1897,  pp.  53,  69,  237,  229 ; 
OiomaU  deffii  Economisti,  1897,  June,  October,  and  November. 

§  Shifting  and  Incidence,  1892,  p.  80.  ||  See  Introduction  to  Translation. 
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vne  p^^tration  peu  oommune  d'analyse,  d'^minentes  qualitds  d'inven- 
tion,  et  one  rare  ind^pendanoe  de  pens^.* 

Liard  goes  on  to  remark  that,  had  Cournot  been  en- 
dowed with  less  modesty,  and  more  assurance,  he  would 
have  been  the  recognized  head  of  an  independent  school 
of  philosophy,  intermediate  between  those  of  Kant  and 
Comte. 

Of  Cournot's  mathematical  writings,  Todhunter  speaks 
with  praise ;  t  while  Bertrand,  though  very  dubious  as  to 
the  value  of  mathematical  economics,  wrote  of  him :  — 

Savant  diBtingn^,  ^rivain  habile,  esprit  original  et  ^ev^,  dans 
Tart  des  deductions,  Conmot  ^tait  un  maitre.  M.  Walras  se  fait 
honneor  d'dtre  son  disciple.} 

Yet  it  is  as  economist  rather  than  philosopher  or  mathe- 
matician that  Cournot  is  to-day  most  remembered.  He 
is  fulfilling  Jevons's  prophecy  that  he  would  "  occupy  a 
remarkable  position  in  the  history  of  the  subject."  § 
Although  some  score  of  writers  had  preceded  him  in 
attempting  to  apply  mathematical  processes  to  political 
economy,  he  was  the  first  to  win  substantial  results.  He 
alone  of  the  early  writers  exerts  to-day  a  powerful  influ- 
ence on  economic  thought.  It  is  with  him,  therefore, 
that  any  survey  of  modern  mathematical  economics  should 
begin. 

Between  1888  and  1871,  the  date  of  publication  of 
Jevons's  Theory^  some  thirty  mathematico-economic  writ- 
ings appeared.  But  their  authors  were,  for  the  most  part, 
ignorant  of  Cournot  and  of  each  other.  The  movement 
first  got  coherence  and  impetus  from  Jevons  and  Walras, 
when  almost  simultaneously  they  and  Monger,  the 
founder  of  the  Austrian  school,  discovered,  or  at  least 
rediscovered,  the  principle  of  marginal  utility.  The 
freshness  and  fruitfulness  of  these  new  ideas,  the  fact  that 

*  *^  Un  g^m^tre  philosophe,*'  Revue  des  Deux  Mondesy  1877,  iy.  p.  102. 

t  See  JeyoDfl,  Theoryy  3d  edition,  p.  xziy. 
tJoim^  des  SavanU,  1888,  p.  499.  §  I^eon^,  3d  edition,  p.  zzyiii. 
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three  writers  reached  them  independently  and  at  the 
same  time,  attracted  wide  attention.  Jevons's  lucid  style 
and  his  eminence  in  other  lines  than  economics  aided 
greatly  among  English  readers.  ,  A  vigorous  controversy 
ensued  over  the  method  pi-oper  to  economic  study.* 
Both  the  works  of  Jevons  and  Walras  went  through  three 
editions.  A  small  band  of  writers,  including  Edgeworth, 
Marshall,  and  Wicksteed  in  England,  Pantaleoni,  Pareto, 
and  Barone  in  Italy,  Westergaard  and  Madsen  in  Den- 
mark, D^Aulnis  de  Bourouill,  Cohen  Stuart,  and  Mees  in 
Holland,  Launhardt  and  Lehr  in  Germany,  Auspitz  and 
Lieben  in  Austria,  began  to  build  on  the  foundations  thus 
laid. 

But  the  progress  of  the  new  methods  during  this  period 
was  small  compared  with  that  which  followed  the  appear- 
ance of  Marshall's  first  volume.  This  work,  which  im- 
mediately took  rank  among  the  foremost  treatises,  has 
spread  the  mathematical  ideas  far  and  wide.  Many  who 
had  never  heard  of  mathematical  economics  began  to  give 
it  serious  consideration.  Naturally,  the  old  disputes 
broke  out  afresh.  Marshall's  diagrams  and  formulae  were 
called  dangerous,  falsely  accurate,  academic  playthings. 
But  Marshall's  moderate  and  judicial  tone  in  treating  of 
the  utility  of  mathematics,  his  relegation  of  all  his  math- 
ematics to  foot-notes  and  appendix,  won  him  readers, 
and  at  the  same  time  showed  plainly  lacunm  in  the  text 
wherever  mathematical  notes  were  subjoined.  The  de- 
spised diagrams  were  examined.  The  reader's  prejudices 
melted  away  as  he  discovered  their  extreme  simplicity,  and 
found  them  throwing  light  into  many  dark  comers  of 
economic  theory.  To-day  few  economists  can  be  found 
who  regard  diagrams  as  useless  curiosities  or  as  waste  of 
valuable  page  space.  When  Professor  Hadley's  book 
appeared,  with  the  diagrams  in  the  text  itself,  scarcely  a 
murmur  of  objection  was  raised. 

The  quickening  which  Marshall  gave  the  new  current 

*See  CaiiDM,  Logical  Method  qf  Political  Economy,  2d  edition,  p.  Ti. 
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may  be  roughly  measured  by  the  fact  that,  since  his  first 
edition,  writings  employing  mathematics  have  appeared  at 
the  rate  of  eighteen  a  year;  while  between  Jevons  and 
Marshall  the  rate  was  six,  and  between  Coumot  and 
Jevons  only  a  little  over  one.  All  this  is  interesting 
when  compared  with  the  confident  predictions  of  the  op- 
ponents of  the  new  "school":  "There  is,  therefore,  no 
future  for  this  kind  of  study ;  and  it  is  only  waste  of  in- 
tellectual power  to  pursue  it."  * 

It  goes  without  saying  that  this  growth  will  not  cease 
with  the  year  1898.  All  indications  point  to  an  increased 
volume  of  writing  and  an  increased  number  of  writers. 
Behind  the  distinguished  group  of  mathematical  econo- 
mists now  in  or  beyond  their  prime  stand  a  much  larger 
number  of  youthful  followers  whose  period  of  productivity 
has  only  just  begun.  Among  them  are  Berry,  Bortke- 
witsch,  Johnson,  Sanger,  Wicksell,  and  Yule. 

There  are,  of  course,  many  who  still  believe  the  whole 
study  a  delusion.  There  are  others  who  admit  that  curves 
are  useful,  but  deny  the  utility  of  formulae.  Probably  in 
the  entire  world  of  economic  students  the  opponents  of 
the  method  still  outnumber  the  friends.  But,  within  the 
narrower  circle  of  those  who  lead  economic  thought,  the 
opposite  seems  to  be  distinctly  true.  There  is  not  space 
here  to  enter  upon  the  merits  of  the  controversy.  Fortu- 
nately, this  is  unnecessary ;  for  the  field  has  been  recently 
and  ably  covered  in  another  American  journal  by  Professor 
Pareto.f 

One  objection,  however,  to  the  introduction  of  mathe- 
matics into  economic  study  ought  not  perhaps  to  go  un- 
mentioned.  Mathematical  economists  are  sometimes  ac- 
cused of  forming  an  exclusive  guild  and  withdrawing  them- 
selves from  the  practical  world  of  commerce  and  labor. 
We  are  told  that  economists  ought  not  to  be  recluses,  but 
men  of  affairs,  especially  in  these  days  of  social  upheaval. 

*  Ii«nuii,  Hinory  t^  PolUieal  Ecommy,  1888,  p.  182. 
\Jowmal  ^  Political  Economy,  September,  1897. 
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Mathematical  economics  is  useless  in  a  political  mass 
meeting.  But  in  every  science  there  must  be  a  differ- 
entiation of  technical  investigation  from  popular  text 
writing  or  teaching.  Is  physics  less  practical  because  the 
X-rays  are  studied  in  the  seclusion  of  the  laboratory  by 
highly  mathematical  methods,  of  which  the  work-a-day 
world  has  no  conception?  If  the  experience  of  other 
sciences  is  a  guide,  the  best  way  to  make  economic  theo- 
ries practical  is  to  make  them  perfect.  "  Our  speculations 
can  scarce  ever  be  too  fine,  provided  they  be  just."* 
The  profound  technical  treatise  is  a  prerequisite  of  the 
good  popular  manual.  What  is  not  as  clear  as  crystal 
to  the  writer  of  the  first  will  never  be  clearer  than  New- 
foundland fog  to  the  reader  of  the  second.  Had  Mill  em- 
ployed more  mathematics,  he  would  never  have  befuddled 
business  men  over  an  impossible  ^' wages  fund."  As 
Newcomb,  the  astronomer,  first  pointed  out,  wages  are 
a^Zoi^,  and  not  a  fund.  Were  economists  more  imbued 
with  mathematics,  we  should  have  fewer  such  quanti- 
tative absurdities  as  ^^  the  excess  of  the  statistics  of  family 
purchases  over  those  of  family  consumption  represents 
the  supplies  kept  on  hand,"  or  "  marginal  utility  is  that 
portion  of  the  supply  which  has  the  least  utility,"  or 
"  quantity  of  money  cannot  affect  its  value,  since  the 
latter  is  determined  by  cost  of  production,"  as  if  the 
cost  could  not  vary  with  the  quantity;  nor  would  so 
many  authors  treat  "supply"  as  a  fixed  quantity  in- 
stead of  a  relation  between  two  variables,  or  be  so  inca- 
pable of  conceiving  the  utility  of  one  commodity  as  a 
function  of  the  quantities  of  two  or  more  commodi- 
ties. When  such  errors  are  eliminated,  not  only  will  eco- 
nomic science  be  more  perfect  as  a  science:  it  will  be 
divested  of  those  crudities  which  have  made  it  too  often 
a  laughing-stock  when  applied  to  the  hard  and  stubborn 
facts  of  the  actual  world. 

iRYmG   FXSHBB. 
Yale  University. 

*Hiime,  E$sap  &n  Commerce, 
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It  is  rather  remarkable  that  the  prolonged  silver 
agitation  in  the  United  States  has  not  provoked  or  been 
followed  by  a  sympathetic  movement  in  Canada.  The 
striking  similarity  of  conditions  in  the  two  countries 
would  lead  one  to  expect  such  a  movement.  Canada  is 
an  agricultural  country,  and  the  conditions  of  agriculture 
in  Canada  are  in  all  respects  similar  to  those  in  the 
United  States.  Canadian  farmers  have  experienced  the 
disheartening  effects  of  the  fall  in  agricultural  prices. 
Farm  property  is  heavily  mortgaged,  and  has  declined  in 
value, —  slightly  in  Ontario,  but  heavily  in  the  maritime 
Provinces.  From  Manitoba  and  the  North-west  have 
come  the  familiar  complaints  of  grinding  railway  monop- 
oly, and  Manitoba  is  just  beginning  to  recover  from  the 
disastrous  boom  of  the  early  eighties.  Canada  has  bor- 
rowed largely,  and  the  burden  of  the  interest  she  must  pay 
has  been  largely  increased  by  the  fall  of  prices ;  and  the 
burden  of  taxation  has  been  made  heavier,  for  revenue  is 
raised  largely  by  an  ad  valorem  duty  on  goods  whose 
value  has  been  steadily  falling.  There  is  less  money  per 
head  in  Canada  than  in  the  United  States,  and  apparently 
not  much  more  than  a  third  of  the  proportion  which  the 
United  States  requires  to  transact  her  internal  commerce. 
The  commercial  and  financial  conditions  in  the  United 
States  are  sooner  or  later  reproduced  in  Canada.  A  crisis 
there  means  a  prolonged  business  depression  here ;  and  a 
revival  of  trade,  prosperity  in  Canada.  Even  in  purely 
financial  affairs,  where  the  difference  between  the  two 
countries  is  greatest,  the  stability  of  the  Canadian  bank- 
ing system  is  ultimately  dependent  on  the  gold  reserve 
in  the  United  States  Treasury.  Ideas  which  are  prevalent 
in  the  United  States,  sooner  or  later  are  taken  up  in 
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Canada.  Id  respect  of  financial  legislation  Canada  is  as 
free  to  adopt  a  silver  standard  as  the  United  States.  She 
has  absolute  control  of  her  monetary  system :  the  imperial 
government  could  interfere  only  by  repealing  the  British 
North  America  act  and  reversing  the  colonial  policy 
which  has  been  in  force  since  responsible  government  waa 
granted.  The  absence  of  silver  mines  in  Canada  is  not 
sufficient  to  account  for  the  phenomenon ;  for,  at  the  most, 
the  silver  mine  owners  were  no  more  than  an  occasional 
cause  of  the  agitation.  Had  the  same  elements  of  discon- 
tent been  present  in  Canada,  the  agitation  would  have 
swept  over  the  whole  country,  the  small  annual  produc- 
tion of  silver  to  the  contrary  notwithstanding. 

Yet,  with  all  this  similarity  of  conditions  and  with  all 
the  reciprocal  dependence  and  the  intercourse  between  the 
countries,  the  election  in  1896  in  Canada  was  fought  out 
on  a  mixed  tariff  and  educational  issue ;  and,  though  the 
opposing  forces  were  even  then  in  line  across  the  border, 
there  was  no  breath  of  a  demand  for  a  currency  reform  to 
remedy  the  long  industrial  and  commercial  depression. 
Great  interest  was  taken  in  the  Presidential  campaign. 
The  newspapers  devoted  a  great  deal  of  space  to  the 
subject;  long  speeches  were  reported  in  full;  statistics 
were  liberally  quoted,  and  election  forecasts  diligently 
studied ;  and  the  crowds  around  the  telegraph  offices  on 
the  evening  of  the  5th  of  November,  if  not  as  large,  were 
quite  as  much  interested  as  those  which  awaited  the 
returns  of  the  Canadian  elections  on  June  27.  But 
neither  in  the  editorial  columns  nor  in  the  common  talk 
of  the  street  was  there  any  sympathy  expressed  with  the 
silver  men,  and  the  victory  of  Mr.  McKinley  was  more 
generally  welcomed  than  the  success  of  Mr.  Laurier.  It 
was  not  a  question  of  abstract  politics  in  which  they  were 
interested.  The  prosperity  of  Canada  was  felt  to  be 
bound  up  with  the  prosperity  of  the  United  States.  The 
success  of   the    silver  men   would  have   been,  so   they 
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thought,  as  ruinous  to  Canada  as  it  would  have  been  to 
the  United  States. 

In  the  absence  of  a  silver  agitation  it  is  not  hard  to 
understand  why  there  was  so  general  a  desire  to  see  a 
victory  for  the  gold  standard.  The  Canadian  public  be- 
lieved, with  an  intensity  of  conviction  that  was  not  based 
on  understanding,  that  the  election  of  Mr.  Bryan  meant  a 
fifty-cent  dollar;  and  they  had  great  interests  at  stake, 
depending  on  the  maintenance  of  the  standard.  In  1895 
there  were  held  in  Canada,  from  United  States  life 
assurance  companies,  50,229  policies  of  an  amount  of 
$96,731,278,  or  an  average  of  $1,862  per  policy;  and 
nearly  100  millions  of  Canadian  property  was  insured  in 
United  States  fire  insurance  companies.  These  policy- 
holders and  all  the  agents  of  the  companies  were  vitally 
interested  in  the  maintenance  of  the  standard;  and, 
though  the  interests  of  the  policy-holders  were  secured  by 
the  declaration  of  the  Minister  of  Justice  that  all  insur- 
ance companies  doing  business  in  Canada  must  pay  all 
claims  in  Canadian  currency,  there  was  little  diminution 
in  the  desire  that  Mr.  McKinley  should  be  elected.  One 
looked  in  vain  for  even  an  occasional  expression  of  the 
protectionist  fallacy  that  one  country's  loss  is  another's 
gain.  The  sentiment  of  the  nation  was  economically 
sound.  Business  men  knew  that  Canada  did  not  prosper 
while  the  United  States  suffered ;  and  the  banking  inter- 
ests, by  their  traditions  as  well  as  on  account  of  their 
investments  in  United  States  financial  centres,  went 
strongly  in  favor  of  the  gold  standard. 

The  absence  of  a  silver  movement  in  Canada  is  a  result 
partly  of  agricultural  and  political,  but  mainly  of  financial 
causes. 

In  the  first  place,  there  is  less  reason  for  agricultural 
discontent  in  Canada  than  in  any  other  gold  standard 
country.  Manitoba  and  the  North-west  have  been  practi- 
cally opened  up  and  settled  since  the  fall  in  prices  began  ; 
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and,  consequently,  the  high  price  of  wheat  did  not  promote 
a  rush  to  those  regions.  In  1871,  when  the  price  of 
wheat  in  New  York  was  $1.31,  Manitoba  had  just  entered 
Confederation ;  and  her  population  of  18,995  was  largely 
made  up  of  Indians,  half-breeds,  and  fur-traders.  In  1881, 
with  wheat  at  $1.11  a  bushel,  her  population  was  62,260. 
In  1891,  with  wheat  at  93  cents,  the  population  was  152,- 
506,  and  mainly  agricultural.  The  improvement  in  the 
means  of  communication,  which  has  opened  up  new 
sources  of  supply  and  for  the  first  time  brought  the  silver 
standard  countries  into  effective  competition,  has  been  the 
making,  not  the  ruin,  of  agriculture  in  Western  Canada. 
The  Canadian  farmer  in  the  Far  West  has  produced 
under  the  most  favorable  conditions,  and  not  from  the 
margin  of  cultivation.  Again,  the  late  development  of 
the  West  has  prevented  a  loud  outcry  against  the  increas- 
ing burden  of  mortgages.  The  farms  have  been  mort- 
gaged since  the  fall  in  prices  began ;  and  the  fall  of  prices 
since  1881  has  not  been  great  enough,  in  the  favorable 
conditions  in  which  the  Canadian  Western  farmer  is 
placed  for  competition,  to  make  the  growing  burden  of 
interest  an  intolerable  strain.  The  farmer  in  Ontario  and 
in  the  maritime  Provinces  has  suffered  more ;  but  there 
the  interests  are  not  so  predominatingly  agricultural,  and 
a  large  part  of  the  money  loaned  on  mortgage  in  the 
West  has  been  collected  in  the  East.  A  large  propor- 
tion of  the  indebtedness  has  undoubtedly  come  from 
abroad,  and  an  increasingly  large  quantity  of  goods  must 
be  sent  to  pay  the  annual  interest ;  but  Canada  has  been 
till  recently  a  borrowing  nation,  and  the  birden  of  the 
interest  which  the  industry  of  the  country  has  to  pay  has 
been  concealed  or  disguised  by  renewed  loans. 

There  has  been,  it  is  true,  a  large  measure  of  agricult- 
ural discontent  in  Canada ;  but  the  remedy  has  been  per- 
sistently sought  in  a  reform  of  the  tariff,  and  not  in  a 
reform  of  the  currency.     The  majority  cannot  pin  their 
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faith  to  more  than  one  panacea  at  a  time.  The  conditions 
of  hard  times  may  be  complex,  but  the  effect  is  homoge- 
neous ;  and  it  is  natural  to  seek  the  remedy  in  a  single 
direction.  Both  in  Canada  and  in  the  United  States  the 
remedy  is  sought  in  legislation  ;  but  in  the  United  States 
there  is  a  powerful  tradition  in  favor  of  manipulation  of 
the  currency,  while  in  Canada  there  is  no  such  tradition. 
The  Western  farmer  in  the  United  States  in  1896  de- 
manded free  silver :  the  farmer  in  Canada  demanded  freer 
trade.  It  is  not  the  least  merit  of  the  late  Conservative 
government  in  Canada  that  for  eighteen  years  it  managed 
to  keep  one  not  vitally  important  issue  before  the  public 
mind  as  the  possible  remedy.  The  Conservative,  while 
denying  that  the  country  was  not  prospering,  demanded 
more  protection:  the  Liberal  denounced  the  iniquitous 
national  policy  as  the  source  of  all  evil.  The  perma- 
nently discontented  found  their  way  to  the  ranks  of  the 
opposition,  and  for  eighteen  years  the  tariff  policy  has 
acted  as  a  conductor.  No  opportunity  was  afforded  the 
country  of  testing  the  soundness  of  the  Liberal  policy ; 
and  it  remained  an  untried  remedy,  a  possible  panacea. 
Had  a  free  trade  government  obtained  the  reins  of  power 
during  the  long  period  of  depression,  it  is  possible  that  no 
more  in  free  trade  than  in  protection  would  the  remedy 
for  hard  times  have  been  discovered.  But  tlie  Liberal 
party  were  kept  in  opposition,  and  the  country  had  no 
opportunity  of  testing  their  remedies.  The  election  in 
1896  was  fought  with  the  tariff  as  the  underlying  issue ; 
and  agricultural  discontent  found  expression  in  turning 
out  a  protectionist  government,  not  in  demanding  a  change 
of  the  standard.  Should  the  present  Laurier  government 
be  as  unlucky  as  the  Mackenzie  government  in  the  preva- 
lence of  depression  during  its  period  of  oflBce,  it  is  possible 
that  the  eyes  of  many  will  be  opened  to  the  fact  that 
manipulation  of  the  tariff  schedules  is  not  the  high-road 
to  prosperity.     Then  they  will  seek  another  panacea ;  and 
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the  year  1900,  when  the  Bank  Charter  Act  comes  up  for 
revision,  may  be  marked  by  an  agitation  for  soft  money. 

Even  under  those  conditions  it  is  possible  that  some 
other  issue  will  divert  the  attention  of  the  discontented 
from  the  question  of  the  standard.  New  and  unforeseen 
issues  are  within  the  range  of  possibility.  The  Dominion 
House  has  not  only  a  somewhat  wider  range  of  function 
than  Congregs,*  but  provincial  issues  may  be  transferred, 
as  the  Manitoba  school  question  was,  to  the  arena  of  fed- 
eral politics ;  and  such  issues  may  be  important  enough 
to  engross  all  the  political  energy  of  the  voters  of  the 
Dominion. 

The  main  reason  why  Canada  has  hitherto  escaped  is 
to  be  found  in  the  almost  perfect  adaptation  of  her  bank- 
ing system  to  her  needs,  or,  more  accurately,  in  the  adap- 
tation of  the  issue  of  bank-notes  to  her  needs.  The  more 
purely  banking  part  of  the  system  has  an  excellence  which 
is  equalled  in  many  other  countries,  and  is  perhaps  not  as 
good  as  the  banking  departments  of  the  Scottish  system  ; 
but  in  her  note  issues,  and  in  the  aid  which  the  banking 
departments,  so  to  speak,  give  to  the  issue  departments, 
there  is  a  perfection  of  adjustment  which  cannot  be  found 
elsewhere.  It  may  be  doubted  whether  the  system  could 
be  adopted  elsewhere,  and  it  is  possible  that,  as  the  coun- 
try develops  industrially  and  commercially,  the  system 
may  be  found  wanting ;  but  at  present  no  system  could 
be  devised  which  could  more  fully  meet  the  requirements 
of  a  new  country  such  as  Canada.  Of  the  purely  banking 
department  there  is  no  need  to  speak.  We  are  concerned 
only  to  show  how  the  issues  have  been  so  regulated  as  to 

*  Cf.  Bryce,  American  Commonwealth,  yol.  i.,  Appendix,  p.  685.  "The 
distribution  of  matten  within  the  competence  of  the  Dominion  Parliament 
and  of  the  Proyincial  Legialatare  bean  a  general  resemblance  to  that  existing: 
in  the  United  States ;  but  there  is  this  remarkable  distinction,—  that,  whereas, 
in  the  United  States,  Congress  has  only  the  power  actuaUy  srranted  to  it,  the 
Dominion  Parliament  has  a  general  power  of  legislation,  restricted  only  by  the 
grant  of  certain  specific  and  ezclusiye  powers  to  the  Prorindal  Legislatnrea 
(§§  91-96)." 
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prevent  the  rise  of  that  kind  of  discontent  which  gave  rise 
to  the  silver  agitation. 

Of  the  two  essentials  in  a  note  issue  —  security  and 
elasticity  —  the  latter  is  perhaps  of  the  greater  impor- 
tance when  the  banks  must  play  a  large  part  in  the  de- 
velopment of  the  resources  of  the  country.  Legislation 
dealing  with  banks  has  generally  been  enacted  on  the 
assumption  that  there  was  almost  an  incompatibility 
between  the  two  essentials.  Legislators  have  generally 
been  impressed  most  strongly  with  the  idea  of  their  duty 
of  safeguarding  the  public  interests,  and  the  public 
seemed  to  need  security  against  that  elasticity  or  fluctua- 
tions in  the  issues  in  which  lay  the  banker's  profit.  The 
banking  history  of  Canada  is  one  long  proof  that  there  is 
no  such  incompatibility,  and  that  stability  and  elasticity 
may  be  both  secured ;  for  by  a  series  of  happy  compro- 
mises the  maximum  of  stability  has  been  obtained  without 
in  the  least  impairing  the  elasticity  of  the  issues.  The 
need  of  a  new  country  is  elasticity,  not  to  facilitate  the 
management  of  the  reserve  in  the  time  of  a  commercial 
crisis,  but  for  the  ordinary  every-day  work  of  develop- 
ing the  country.  The  interest  of  every  new  country, 
not  merely  of  the  banks,  but  of  the  people,  is  in 
having  at  all  times  plenty  of  money.  The  danger  is 
that  this  interest  will  lead  the  country  to  demand  soft 
money;  and  the  banking  legislation  of  the  United 
States  was  designed  to  prevent  the  possibility  of  "  wild- 
cat" banking.  But  in  Canadian  history  there  have 
been  no  soft  money  episodes.  There  have  been  times 
in  1838  and  in  1880  when  there  was  a  dangerous 
demand  for  cheaper  money,  but  the  danger  has  been 
averted.  This  immunity  is,  in  the  first  place,  due  to  the 
constant  supervision  which  the  Colonial  Office  exercised 
over  the  banking  legislation  of  the  colonies  at  the  time 
when  the  character  of  the  system  was  being  formed.  The 
home  authorities  were  generally  inclined  to  go  too  far  in 
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their  supervision,  and  repeatedly  tried  to  foist  the  princi- 
ples of  the  Bank  Charter  Act  of  1844  on  a  country  for 
which  these  were  peculiarly  ill  suited.  But  the  resistance 
of  the  bankers  and  of  public  sentiment  was  strong  enough 
to  offer  an  effective  resistance  to  proposals  which  would 
have  deprived  the  banks  of  half  their  efficiency  in  a  new 
country ;  while  the  pressure  of  the  home  authorities  was 
persistent  enough  to  prevent  security  from  being  alto- 
gether sacrificed  to  elasticity.  It  was  due  to  the  super- 
vision of  the  Colonial  Office  that  the  bank  suspension  in 
Canada  in  1838  did  not  leave  behind  it  an  evil  tradition. 
The  imperial  government  would  indeed,  if  it  had  been 
able,  have  prohibited  suspension  until  a  bank  was  utterly 
bankrupt,  and  thus  have  forced  the  banks  to  abandon  their 
customers,  and  precipitated  the  total  bankruptcy  of  the 
colonies.  In  spite  of  Lord  Sydenham  the  banks  got  their 
own  way,  and  suspended;  but  the  imperial  government 
was  able  to  attach  such  conditions  to  suspension  that  the 
period  was  not  unduly  profitable.  The  bankers  were 
taught  then  that  an  over-issue  of  irredeemable  paper  was 
not  the  best  method  of  securing  dividends.  Bank  divi- 
dends generally  fell  instead  of  rising,  in  consequence  of 
suspension ;  and  the  banks  were  never  afterwards  inclined 
to  look  back  to  this  time  as  a  golden  age  of  high  earnings. 
Since  then  the  banks  have  been  called  at  various  times 
to  resist  attempts  to  deprive  the  issues  of  their  elasticity, 
made  by  the  provincial  and  federal  governments  with  the 
specious  profession  of  further  safeguarding  the  interests 
of  the  people ;  but  they  have  always  been  able  to  defeat 
the  proposals.  The  general  form  of  these  proposals  has 
been  to  introduce  a  system  of  special  security,  and  the 
ill-concealed  motive  has  frequently  been  to  raise  the 
price  of  government  securities.  The  bankers  were  able  to 
point  to  the  actual  security  under  the  system  as  they  prac- 
tised it,  and  could  say,  without  fear  of  contradiction,  that 
the  public  interests  had  not  suffered ;  that,  under  the  con- 
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ditions  of  Canadian  business,  public  interest  would  suffer 
if  special  security,  whether  of  bonds  or  specie,  were  re- 
quired, because  a  secured  issue  meant  a  diminution  of  the 
accommodation  that  could  be  offered  to  customers;  and 
that  the  government  was  placing  its  own  iGinancial  neces- 
sities above  the  convenience  of  the  people. 

The  consequence  of  these  recurring  attempts  has  been 
that  the  bankers  themselves  sought  to  remedy  any  defi- 
ciencies in  the  system,  and  to  suggest  means  of  rendering 
assurance  doubly  sure.  They  suggested  greater  publicity 
of  accounts.  They  suggested  the  Bank  Circulation  Re- 
demption Fund,  and  have  always  been  ready  to  discuss 
proposals,  not  merely  from  their  own  point  of  view,  but 
also  from  the  public  point  of  view.  Thus  there  grew  up  a 
disposition  in  the  country  to  look  to  the  banks  themselves 
for  suggestions  for  reform.  Banking  legislation  in  Canada 
has  absolutely  ceased  to  be,  if  indeed  it  ever  was,  subor- 
dinated to  the  exigencies  of  political  parties,  and  is  re- 
garded as  entirely  a  matter  for  experts.  The  money  ques- 
tion is  not  in  Canadian  politics.  Seeing  the  willingness 
of  the  banks  to  adopt  necessary  reforms,  and  aware  in  an 
obscure  fashion  that  elasticity  was  at  least  as  important  as 
security,  the  public  has  come  willingly  to  accept  the  de- 
cisions of  the  experts.  The  banks  are  not  regarded  with 
any  suspicion;  and  there  has  been  no  cry  for  cheaper 
money,  because  these  experts,  in  providing  for  the  secur- 
ity of  the  issues,  have  not  sacrificed  their  elasticity. 

So  long  as  this  opinion  prevails,  there  is  not  much 
chance  for  a  violent  agitation  for  cheap  money.  The 
needs  of  the  community  are  well  supplied  by  the  banks, 
there  is  no  popular  suspicion  of  the  banks,  tradition  is 
against  interference  with  the  currency;  and  so,  although 
the  Canadian  government  is  perfectly  competent  to  adopt 
free  silver  or  free  paper,  there  is  not  much  likelihood  that 
it  will  be  asked  to.  Moreover,  although  the  imperial  gov- 
ernment no  longer  either  claims  or  exercises  any  supervi- 
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sion,  although,  indeed,  it  has  expressly  renounced  all  claim 
to  interfere  in  any  way  with  the  currency  of  the  Domin- 
ion, there  has  grown  up,  since  responsible  government  was 
granted,  a  very  efficient  substitute,  in  the  desire  to  follow 
English  precedent.  English  precedent  and  example  count 
for  much  in  Canada,  and  this  reverence  was  one  of  the 
minor  reasons  for  the  strength  of  the  sentiment  in  favor 
of  the  gold  standard.  The  exti-avagant  denunciation  by 
the  silver  men  of  the  English  money  power  only  tended 
to  strengthen  the  Canadian  attachment  to  the  English 
^standard.  That  it  is  possible  to  be  English,  and  yet  not  to 
approve  heartily  of  any  and  every  thing  done  in  England 
or  by  England,  it  seems  difficult  for  many  Canadians  to 
conceive  ;  and  any  one  who  offers  to  tamper  with  the  Eng- 
lish gold  standard  seems  guilty  of  something  like  high 
treason.  The  writer  had  occasion  some  years  since  to  say 
some  things  in  favor  of  bimetallism  in  a  public  address, 
and  he  was  sternly  informed  by  the  local  government 
organ  that  he  was  not  paid  by  the  government  to  teach 
anti-English  and  unpatriotic  ideas. 

The  note  issues,  though  no  special  reserve  is  required, 
are  regulated  and  restricted  in  the  interests  of  the  people. 
There  is,  on  the  average,  nearly  ten  dollars  behind  every 
dollar  issued ;  and  in  1895  more  than  twenty  millions  was 
held  in  specie  and  Dominion  notes  to  secure  the  imme- 
diate convertibility  of  a  circulation  of  little  more  than 
thirty  millions.  The  regulations,  however,  are  of  such  a 
nature  as  not  to  impair  that  elasticity  which  is  essential 
in  a  country  where  business  is  subject  to  periodical 
fluctuations.  The  annual  closing  of  navigation,  and  the 
relative  importance  which  the  seasonal  industries  of  agri- 
culture and  lumbering  have  in  the  total  of  Canadian  in- 
ternal and  external  trade,  render  it  extremely  desirable 
that  the  circulation  should  be  elastic  enough  to  fluctuate 
with  the  changes  in  the  volume  of  business.  A  provision 
requiring  either  a  fixed  or  a  proportionate  reserve,  or  a 
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bond-secured  circulation,  would  result  in  alternate  scarcity 
ttnd  inflation,  with  results  fatal  to  the  steady  development 
of  the  country.  More  money  is  required  at  some  seasons 
of  the  year  than  at  others,  and  the  banks  are  permitted 
to  meet  the  demand  as  it  arises.  There  is  no  danger  of 
permanent  inflation.  Owing  to  the  competition  of  the 
banks  and  the  development  of  branch  banking,  excessive 
issues  cannot  remain  out.  The  extra  issues  in  the  fall  of 
the  year  are  returned  to  the  banks  as  the  volume  of  busi- 
ness decreases  and  fewer  customers  ask  for  accommoda- 
tion. The  periodical  fluctuations  in  the  Canadian  issues 
supply  a  most  perfect  refutation,  if  one  were  needed,  of 
the  principles  of  the  Currency  School. 

When  business  increases,  the  volume  of  the  currency 
•expands  with  it ;  and  there  is  never  a  currency  famine  in 
the  country.  When  business  is  brisk,  accommodation  can 
be  obtained  as  easily  and  as  cheaply  as  during  the  dull 
season  ;  and  the  bank  rate  remains  steady  throughout  the 
year.  Owing  to  the  competition  of  the  banks  and  the 
large  number  of  branches,  the  issues  in  excess,  when  the 
volume  of  business  conti*acts,  are  automatically  returned 
for  redemption ;  and  there  is  at  all  times  just  sufficient 
money  to  transact  the  business  of  the  community.  The 
annual  average  circulation  per  capita  in  Canada  is  small ; 
but,  owing  to  the  regular  expansion  and  contraction,  the 
needs  of  the  country  are  always  supplied.  Though  a 
maximum  limit  is  placed  to  the  issues  of  the  banks, — 
the  amount  of  their  unimpaired  capital, —  the  limit  has 
never  been  reached.  The  banks  are  not  able  to  put  out 
or  keep  out  the  whole  amount  of  the  notes  they  are  en- 
titled to  issue.  A  few  banks  issue  almost  up  to  the  maxi- 
mum, but  the  proportion  of  the  total  bank  circulation  to 
the  capital  has  seldom  been  much  in  excess  of  fifty  per 
cent.  There  is  thus  room  for  a  very  large  increase  in  the 
business  of  the  country ;  and,  before  the  maximum  is 
reached,  banking  will  be  so  profitable  that  the  banking 
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capital  of  the  country  in  one  way  or  another  will  be 
largely  augmented.  The  temporary  needs  are  well  sup- 
plied, and  for  a  long  time  the  banks  could  meet  any 
permanent  increase  without  making  any  new  arrange- 
ments. 

The  branch  bank  system,  which  enables  the  banks  to 
expand  and  contract  their  issues  according  to  the  needs  of 
the  business  of  the  country,  also  has  the  effect  of  prevent- 
ing any  local  currency  famine.  The  banks  are  as  able  to 
grant  accommodation  in  remote  country  districts  as  in 
the  commercial  centres.  They  are  not  organized  as  agri- 
cultural banks,  yet  they  serve  all  the  useful  purposes  of 
agricultural  banks.  The  farmer  in  the  Far  West  and  the 
lumber  operator  in  the  Maritime  Provinces  pay  little 
more  for  accommodation  than  the  merchant  in  Montreal 
or  Toronto.  The  rate  of  discount  varies  from  six  to  eight 
per  cent.,  as  low  a  rate  as  can  be  obtained  in  America, 
except  in  a  few  of  the  Eastern  financial  centres  of  the 
United  States.  The  Canadian  banks  are  enabled  thus  to 
equalize  the  rates  by  means  of  the  branch  bank  system 
which  they  have  adopted.  There  are  more  than  five 
hundred  branches  of  the  thirty-eight  chartered  banks; 
and  through  these  branches  the  banks  are  able  to  collect 
the  available  capital  of  the  country,  and  to  lend  it  where 
it  is  most  needed.  It  is  not  the  farmer  who  has  any 
ground  for  complaint.  He  obtains  accommodation  for 
seven  or  eight  per  cent.,  while  the  Western  farmer  in  the 
United  States  pays  twelve  or  fifteen.  If  any  one  has 
reason  to  complain,  it  is  the  Eastern  borrower,  who  is  thus 
deprived  of  whatever  advantage  he  might  derive  from  a 
low  rate.  The  banks  draw  off  the  surplus  capital  of  the 
East,  to  distribute  it  evenly  over  the  country,  with  the 
consequence  that  the  rate  is  higher  where  capital  is  accum- 
ulating than  it  would  otherwise  be.  But  the  class  which 
suffers  is  not  likely  to  be  carried  away  by  arguments  for 
soft  money;  while  the  farmer,  who  might  yield  to  the 
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temptation,  is  benefited  by  the  system.  The  system  is 
one  adapted  to  assist  in  developing  a  new  country.  In 
the  United  States  a  bank  would  not  be  organized  till  the 
business  of  the  district  was  sufficient  to  warrant  it,  and 
even  then  there  would  be  no  material  increase  of  capital 
available.  In  Canada  the  new  district  can  draw,  accord- 
ing to  the  discretion  of  the  local  and  the  general  manager, 
on  the  capital  collected  in  more  settled  parts  of  the 
country;  and,  so  long  as  there  are  districts  requiring 
development,  so  long  the  system  will  be  the  one  best 
suited  to  the  needs  of  the  country.  At  present  it  is 
admirably  suited  for  the  development  of  the  country, 
and  the  perfection  of  its  adaptation  has  hindered  the  rise 
of  that  discontent  which  found  expression  in  the  United 
States  in  a  demand  for  free  silver. 

Had  Canadian  banks  been  restricted  by  legislation  to  a 
system  which  would  not  permit  them  to  avert  local  and 
temporary  currency  famines,  the  assistance  they  have 
rendered  to  the  farmer  and  to  the  development  of  the 
country  could  not  have  been  given.  But  in  the  absence 
of  government  bonds  the  branch  system  has  been  en- 
couraged ;  and  the  local  banks,  which  reproduce  the  limi- 
tations without  the  safety  of  the  national  banks  of  the 
United  States,  are  not  increasing  in  number.  Since  1885 
no  new  bank  has  been  chartered,  while  the  number  of 
branches  has  nearly  doubled.  This  means  not  only  an 
increasing  safety  to  the  community, —  for  the  dangers  of 
the  discretionary  system  are  in  the  existence  of  small 
local  banks  with  local  management  and  local  risks, —  but 
also  an  increasing  adaptation  of  the  system  to  the  needs 
of  the  country.  The  presence  in  remote  districts  of 
agents  of  the  large  banks  allays  any  suspicion  of  the  dis- 
tant money  power,  and  creates  a  general  impression  that 
the  banks  are  the  servants  of  the  community.  The  wider 
area  of  their  operations  on  account  of  the  existence  of 
branches  makes  the  banks  pursue  a  larger  policy.     They 
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must  protect  and  accommodate  their  country  customers 
as  well  as  their  city  customers ;  and  they  are  more  ready 
to  do  so,  because  these  country  customers  are  a  main 
source  of  their  profit  by  rendering  it  possible  to  put  out 
and  to  keep  out  a  larger  proportion  of  notes.  There  is, 
therefore,  a  solidarity  of  feeling  throughout  the  country ; 
and  the  remote  districts  have  never  had  any  cause  for 
regarding  the  money  men  of  the  financial  centres  as  their 
natural  enemies. 

In  this  £^bsence  of  mutual  suspicion  and  distrust,  and 
in  the  complete  adaptation  of  the  banking  system,  which 
is  the  main  cause  of  the  feeling  of  solidarity,  we  find  the 
fullest  explanation  why  there  has  been  no  silver  question 
in  Canada. 

John  Davidson. 
University  of  Nbw  Brunswick. 
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(1871-77.) 

The  history  of  Japanese  currency,  so  far  as  it  concerns 
the  purposes  of  the  present  article,  dates  from  about  the 
year  1871.  The  disorganization  immediately  following 
the  Restoration  in  1868  prevented  the  national  govern- 
ment from  taking  any  effective  steps  in  the  direction  of 
monetary  reform ;  and,  in  consequence,  the  local  lords 
(daimyo)  took  advantage  of  the  existing  confusion  to 
flood  their  territories  (han)  with  depreciated  paper.  In 
a  government  ordinance  issued  in  1869  the  bare  outlines 
of  the  modem  system  become  visible.  According  to  this 
law,  a  mint  was  to  be  established  in  Osaka,  and  a  standard 
silver  coin  was  to  be  struck  on  the  model  of  the  Mexican 
dollar.  This  coin,  called  the  "yen,"  was  to  contain  416 
grains,  -A^  fii^e,  and  was  divisible  in  100  sen  and 
1,000  rin,  corresponding  to  American  cents  and  mills.  A 
subsidiary  coinage  of  silver,  with  fineness  reduced  to 
-Af*  and  a  copper  coinage  were  authorized.  In  addition, 
provision  was  made  for  gold  coins  (10  yen  to  contain 
248  grains),  which,  however,  were  in  no  sense  to  form 
part  of  the  current  money  of  the  empire.  The  declared 
purpose  of  the  Japanese  government,  at  this  time,  was  to 
make  the  silver  yen  the  standard  coin  of  the  country. 

At  the  end  of  the  following  year  (November,  1870) 
the  mint,  under  the  energetic  administration  of  foreigners, 
began  operations.  But  the  work  had  scarcely  begun 
when  the  government  determined  to  abandon  the  silver 
standard,  and  to  adopt  the  gold  standard.  Why  this 
change  was  made  has  never  been  definitely  ascertained. 
The  explanation  ordinarily  given  is  that  certain  Ameri- 
cans, then  employed  as  advisers  of  the  Department  of  Fi- 
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nance,  were  responsible  for  this  step.  In  May,  1871,  the 
silver  standard  was  discarded;  and  the  gold  yen,  con- 
taining 1^  grams  of  fine  gold  (25.72  grains,  ^  fine),  was 
adopted  as  the  unit  of  value.  The  silver  yen  was  to 
be  coined  only  in  response  to  a  specific  demand  upon  the 
government,  and  its  use  limited  to  foreign  exchanges  and 
to  the  payment  of  customs  dues.  Further,  it  was  enacted 
that  100  silver  yen  were  to  be  equivalent  to  101  gold  yen, 
in  payments  to  the  government, —  a  measure  clearly  in- 
tended to  discourage  the  use  of  silver. 

To  the  decree  of  May,  1871,  accordingly,  is  due  the 
existence  of  the  gold  yen,  or  dollar,  which,  after  various 
vicissitudes,  we  shall  find  rising  in  a  new  form  in  the  gold 
currency  scheme  of  1897.  It  is  impossible  to  find  fault 
with  Japan  for  adopting  gold  as  the  standard  of  value  in 
1871.  At  that  time  her  trade  with  the  other  silver-using 
countries  of  the  East  was  still  on  a  very  small  scale,  and 
she  could  hardly  appreciate  the  advantage  of  having  a 
standard  in  common  with  her  neighbors.  Nor  at  that 
time  was  there  any  definite  advantage  for  either  metal  in 
any  other  respect.  Gold  and  silver,  from  the  beginning 
of  the  century  to  the  year  1871,  had  preserved  such  steadi- 
ness of  value  in  relation  to  each  other  that  it  could  make 
but  little  difference  to  a  small  country  like  Japan  whether 
it  adopted  one  or  the  other  metal,  or  both,  as  her  standard. 
To  criticise  adversely  the  measure  of  1871,  as  some  writers 
have  lately  done,  merely  shows  that  they  do  not  under- 
stand the  general  monetary  situation  of  that  time.*  In 
the  light  of  present  knowledge  and  experience  it  may  be 
considered  a  mistake,  but  in  the  year  1871  the  world  was 
still  living  in  happy  ignorance  of  its  future  monetary 
troubles. 

On  the  2d  of  August,  1871,  the  mint  at  Osaka  was 
declared  to  be  ready  for  the  coinage  of  the  new  money ; 

*  In  Ratihsren*8  Japan* t  VoUcswirthtchqft  und  Handd^  p.  164,  there  are  lome 
oomments  on  the  policy  adopted  in  1871  which  show  no  yery  judicial  graap  of 
the  ntoation  at  that  time. 
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and  during  the  next  two  years  the  government  made  vig- 
orous efforts  to  insure  the  success  of  the  gold  standard. 
During  the  years  1872  and  1873  about  44  million  yen  of 
gold  coins  were  minted.  But  the  amount  of  gold  in  active 
circulation  was  very  trifling,  even  during  these  two  years  ; 
and  the  final  result  of  these  measures  was  failure.  This 
failure  was  due  mainly  to  the  large  quantities  of  incon- 
vertible paper  issued  by  the  general  government,  in  part 
to  cover  its  extraordinary  expenditures  at  this  time,  in 
part  to  fill  the  void  left  by  the  withdrawal  of  the  local 
issues.  In  1874  a  slight  premium  on  gold  appeared,  and 
the  coinage  of  gold  in  the  mint  rapidly  fell  off.  In  the 
fiscal  year  1876-76,  only  about  382,000  yen  were  minted. 
From  the  opening  of  the  mint  in  1871  to  June  30,  1876, 
the  total  amount  of  gold  coined  was  somewhat  less  than 
61,000,000  yen,  of  which,  according  to  customs  returns, 
more  than  one-half  was  exported  to  foreign  countries. 

In  March,  1876,  Japan  made  an  attempt,  in  imitation  of 
the  American  scheme,  to  coin  a  trade  dollar.  This  was  a 
coin  of  420  grains,  ^^^  fine.  Its  evident  purpose  was  to 
oust  the  Mexican  dollar  from  circulation  in  the  treaty 
ports  of  the  East.  After  a  few  years  of  unsuccessful  trial 
(in  all,  only  8,066,638  trade  dollars  were  coined)  the 
whole  scheme  was  abandoned  in  1879.  One  noteworthy 
result  of  the  experiment  was  the  decree  of  May,  1878,  in 
which  the  common  silver  yen  ( 416  grains,  ^^  fine)  and 
trade  dollar  were  made  legal  tender  on  an  equality  with 
the  gold  yen.  Had  gold  coin  been  in  active  circula- 
tion at  this  time,  the  effect  would  have  been  no  less,  prob- 
ably, than  to  drive  it  out  of  circulation,  as  silver  al- 
ready had  depreciated  considerably  in  terms  of  gold.  But 
little  importance  was  attached  to  this  measure  at  the  time, 
because  both  silver  and  gold  stood  at  a  premium  compared 
with  the  paper  money  then  in  circulation.  Probably  no 
one  knew  precisely  what  would  be  the  ultimate  effect  of 
the  change.     But  the   decree   of   May,  1878,   committed 
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Japan  to  a  bimetallic  system.  The  single  gold  standard^ 
after  a  trial  of  seven  years,  was  definitely  abandoned,  and 
not  resumed  until  the  present  year,  when,  as  we  shall  see, 
it  was  again  introduced  under  entirely  different  auspices 
and  conditions.  During  the  period  from  1871  to  1878 
the  attempt  to  establish  a  system  of  metallic  money  in 
Japan  was  not  successful ;  yet  the  period  is  important  be- 
cause, by  the  organization  of  the  mint  and  other  institu- 
tions, it  prepared  the  way  for  later  legislation. 

The  history  of  the  inconvertible  notes  issued  by  the 
general  government,  and  more  especially  by  the  local  au- 
thorities, during  this  period,  is  exceedingly  intricate  and 
confused.  Fortunately,  it  has  but  little  bearing  on  the 
present  subject.  When  the  mint  was  opened  in  1871,  the 
inconvertible  paper  was  at  a  slight  discount  compared 
with  the  silver  circulating  in  the  open  ports.  This  state 
of  things  lasted  till  the  early  part  of  1873,  when  gold 
pieces  were  issued  from  the  mint  in  large  numbers.  It 
was  the  purpose  of  the  government  to  withdraw  all  the 
outstanding  paper  from  circulation,  but  the  demands  of 
the  treasury  at  this  time  were  so  great  that  the  purpose 
was  postponed  from  time  to  time.  The  whole  system  of 
taxation  was  in  a  state  of  complete  disorganization  until 
1876-77,  and  the  revenues  of  the  government  were  insuffi- 
cient to  meet  any  but  the  most  pressing  expenses.  A 
small  premium  on  gold  and  silver,  never  exceeding  2  per 
cent.,  made  its  appearance  in  1874,  during  the  political 
complications  with  China  regarding  Formosa.  In  the  fol- 
lowing year  the  divergence  between  gold  and  silver,  that 
has  been  at  the  root  of  so  much  monetary  discussion  in 
the  last  two  decades,  became  serious.  In  1876,  during  the 
first  important  panic  in  the  silver  market,  the  value  of 
paper  was  higher  than  that  of  silver,  94  yen  of  the  former 
exchanging  for  100  of  the  latter.  The  premium  on  gold 
at  this  time  ranged  from  4  to  6  per  cent.  At  the  begin- 
ning of  1877,  however,  paper,  gold,  and  silver  yen  ex- 
changed for  each  other  at  par. 
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II. 

(1877-82.) 

In  the  spring  of  1877  the  civil  conflict  now  known  as 
the  Satsuma  Rebellion  broke  out  in  the  south,  and  the 
government  was  called  upon  to  make  heavy  outlays  to 
preserve  its  existence.  The  immediate  effect  of  the  news 
of  the  uprising  was  to  lower  the  value  of  the  paper  cur- 
rency, but  the  premium  on  silver  during  the  year  1877 
remained  within  very  moderate  limits.  The  average 
premium  for  the  year  was  8i  per  cent.,  while  at  the  end 
of  the  year  it  was  only  8.  From  the  beginning  of 
the  year  1878^  however,  the  increase  of  government  paper 
was  rapid ;  and  the  premium  on  silver  rose  to  figures  never 
dreamed  of  before.  A  form  of  speculation  new  in  Japan 
made  its  appearance,  speculation  in  silver  soon  becoming 
the  centre  of  all  other  kinds  of  speculation.  With  the 
increase  of  paper  money,  prices  of  commodities  rose,  and, 
following  these,  great  commercial  activity,  rapid  trans- 
formations of  wealth,  extravagance,  and  superficial  pros- 
perity. Many  Japanese  thought  that  the  then  government 
had  discovered  the  touchstone  of  wealth;  while  others, 
noting  the  over-trading,  speculation,  and  absence  of  any 
solid  development  of  industry,  predicted  disaster. 

At  the  same  time  that  the  government  was  flooding  the 
country  with  inconvertible  paper,  the  rapid  increase  of 
national  bank  notes  helped  to  swell  the  currency.  The 
first  national  banking  law  was  adopted  as  early  as  1872, 
in  imitation  of  the  American  system.  It  proved  almost 
futile.  Only  four  banks  were  organized  under  it,  three  of 
which  soon  afterwards  failed.  This  want  of  success  was 
due  mainly  to  the  provision  requiring  notes  to  be  con- 
vertible into  gold  on  demand,  which  cut  off  all  possibility 
of  a  bank-note  currency,  when  gold  itself  was  scarcely 
seen  in  circulation,  and  at  times  commanded  a  premium. 
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A  revised  national  bank  law  appeared  in  1876  (August  1), 
in  which,  among  other  changes,  the  significant  provision 
was  made  that  the  notes  should  be  convertible  merely  into 
lawful  money.  The  effect  of  this  new  arrangement  was 
scarcely  felt  at  first.  During  1876  only  one  national 
bank  was  established;  but  with  the  rapid  increase  of 
interest-bearing  bonds  issued  during  the  Satsuma  Rebell- 
ion, and  the  extraordinary  depreciation  of  the  government 
paper,  the  banking  business  became  correspondingly 
profitable,  and  national  banks  were  established  in  all 
parts  of  the  empire.  In  1877  twenty-one  were  established ; 
in  1878,  sixty-nine ;  in  1879,  fifty-eight.  At  the  begin- 
ning of  the  year  1880  there  were  in  existence  no  less  than 
168  national  banks,  with  a  total  circulation  of  over 
84,000,000  yen. 

The  addition  of  this  large  amount  of  convertible  bank- 
notes to  the  inconvertible  paper  already  in  circulation 
tended  to  increase  the  very  evils  the  new  banking  system 
was  designed  to  obviate.  The  n  amber  of  banks  in  exist- 
ence in  1880  was  beyond  all  the  reasonable  necessities  of 
commerce  and  industry,  as  then  carried  on.  Many  of  the 
banks  engaged  in  the  business  of  speculation  and  of 
aiding  speculators,  far  more  than  in  legitimate  operations. 
The  premium  on  silver,  which  had  averaged  8i  per  cent, 
in  1877  and  9  per  cent,  in  1878,  now  rose  to  extraordinary 
heights,  and  fluctuated  wildly  from  day  to  day.  These 
years  are  still  remembered  in  Japan  as  a  time  of  great 
excitement  and  activity.  Farmers  received  more  than 
double  the  normal  price  for  rice  and  other  farm  products. 
Their  expenditure  increased,  especially  for  luxuries. 
Speculative  enterprises  of  every  description  were  floated, 
—  steamship  companies,  silk-mills,  and  canal  companies. 
What  was  the  precise  amount  of  paper  in  circulation 
during  these  years  is  not  known,  as  the  government  did 
not  at  that  time  officially  state  the  correct  figures.  In 
the  following  table  are  given  the  best  attainable  statistics : 
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Paper  In  drmdoHon. 

i*r6tn4iwn  on    *       '                ■  *  ■  » 

Tear,                                                 Silver.         OjgMal  Fiffurea.  Actual. 

18T7 103.4           103,054,000  120,000,000 

1878 100.2           137,884,000  160,000,000 

1879 121.2           146,490,000  170,000,000 

1880 147.7           143,098,000  160,000,000 

1881 170.4           140,385,000  167,000,000 

1882 157.0           140,032,000  162,000,000 


III. 

(1882-86.) 

About  the  end  of  1881  the  expansive  movement  reached 
a  climax.  Daring  the  following  year  there  was  general 
complaint  that  trade  was  stagnant  and  money  scarce. 
Added  to  this  was  a  profound  distrust  in  the  financial 
administration  of  the  government.  The  promises  of  the 
goverment  had  not  been  redeemed.  The  metallic  reserves 
of  the  treasury  in  the  year  1882  were  less  than  during 
the  previous  two  years.  The  endless  fluctuations  of  the 
premium  on  silver  lost  their  interest  for  all  classes  except 
the  professional  speculators.  The  stimulus  to  industry  in 
the  days  of  the  expansion  of  the  currency  disappeared, 
and  was  followed  by  apathy.  More  especially  the  price  of 
rice  began  to  fall  in  the  year  1882  in  spite  of  the  high  pre- 
mium on  silver ;  and,  with  the  decline  in  the  price  of  this 
staple,  the  farmers  lost  their  interest  in  the  depreciated 
currency. 

In  the  year  1882  the  new  Minister  of  Finance,  Count 
Matsukata,  determined  to  carry  into  effect  measures  for 
resuming  specie  payments  in  silver  at  the  earliest  oppor- 
tunity. It  is  needless  to  describe  in  detail  the  various 
means  whereby  the  silver  premium  was  gradually  reduced 
and  the  paper  currency  restored  to  par.  It  was  the  deter- 
mination of  the  government  not  only  to  restore  the  value 
of  the  paper  currency,  but  to  place  the  entire  credit 
system  on  a  better  footing.     To  carry  out  this  plan,  three 


Digitized  by 


Googk 


160  QUARTERLY  JOURNAL  OF  ECONOMICS 

measures  were  adopted:  first,  the  gradual  reduction  of 
the  legal  tender  paper  and  the  accumulation  of  a  sufficient 
metallic  reserve,  mainly  silver;  second,  the  gradual 
diminution  of  the  national  bank  notes  and  the  final 
abolition  of  all  issue  power  for  these  banks  at  the  ex- 
piration of  their  charters;  third,  the  establishment  of  a 
central  bank,  the  purpose  of  which  was  to  assume  at  the 
end  of  a  certain  period  the  entire  control  of  the  note 
issues  of  the  country. 

These  measures  were  carried  vigorously  into  execution. 
Interest-bearing  bonds  were  issued,  the  proceeds  of  which 
were  used  to  withdraw  a  certain  amount  of  legal  tender 
notes  from  circulation.  In  addition,  the  surplus  of  the 
budget  was  employed  for  the  same  purpose.  The  notes 
which  the  government  had  secretly  issued  were  first  with- 
drawn, so  that  gradually  the  actual  circulation  and  the 
official  figures  of  outstanding  paper  squared  with  each 
other.  The  Finance  Department  of  the  government  in- 
troduced various  economies.  Various  taxes  were  in- 
creased, in  order  to  swell  the  income  of  the  government. 
The  tax  on  sakS  (wine)  was  doubled  (from  2  yen  to  4  yen 
per  koku).  The  tobacco  tax  was  augmented.  A  new  tax 
was  levied  on  proprietary  medicines.  Postal  fees  were 
raised;  and,  finally  (1884),  a  tax  on  shipping  and  a  stamp 
tax  were  imposed.  In  consequence  of  these  measures 
and  in  spite  of  falling  prices,  the  resources  of  the  govern- 
ment gradually  increased.  The  total  internal  revenue  for 
the  fiscal  year  1881-82  was  only  67,000,000  yen,  but  for 
1882-88  was  63,400,000  yen ;  for  1883-84  was  62,600,000 
yen,  and  for  1884-85  was  62,240,000  yen.  With  falling 
prices  the  imports  gradually  diminished  and  the  exports 
increased,  leaving  a  balance  of  trade  to  be  paid  in  silver, 
which  the  government  by  various  means  gathered  into  the 
treasury.  The  value  in  silver  of  the  imports  in  1880  was 
over  41,000,000,  while  in  the  years  1888-85  it  averaged 
scarcely  82,000,000  yen.     The  value  of  exports  rose  from 
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29,800,000  yen  in  1880  to  89,500,000  yen  in  1882,  88,500,- 
000  in  1888,  and  87,100,000  in  1886;  and  even  in  the  year 
1884,  when  the  silk  crop  was  a  failure,  the  total  exports 
tallied  84,000,000  yen.  In  order  to  accumulate  a  large 
reserve  of  silver  in  the  treasury,  the  government  entered 
into  business  relations  with  the  Yokohama  Specie  Bank, 
an  important  corporation  dealing  in  foreign  exchange. 
This  bank  handled  Japanese  exports  abroad,  and  collected 
the  proceeds  in  specie  for  the  government. 

As  regards  the  national  banks,  no  immediate  action 
could  be  taken  to  lessen  their  number,  as  their  charters 
were  granted  for  twenty  years.  But,  with  the  falling 
premium  on  silver  and  the  decline  of  speculation,  the 
circulation  of  many  of  the  banks  gradually  contracted. 
Several  went  into  liquidation  (two  in  1882  and  two  in 
1888).  Moreover,  after  1882,  the  law  as  to  the  reserves 
and  investments  of  the  banks  was  more  strictly  applied ; 
and  the  outstanding  paper  was  absolutely  limited  to  the 
legal  amounts.  The  total  circulation  of  the  national 
banks,  which  had  been  considerably  over  84,000,000  yen 
in  1881,  was  only  80,600,000  yen  in  1886,  and  in  1889  had 
shrunk  to  26,700,000  yen.  At  present  (1897)  a  large 
number  of  the  charters  have  either  expired  or  are 
approaching  expiration;  and,  in  consequence,  the  total 
circulation  is  comparatively  insignificant. 

The  establishment  of  the  Central  Bank  (Nippon  Ginko) 
could  not  directly  promote  measures  of  resumption  to  any 
great  extent.  This  bank  was  founded  in  the  year  1882, 
with  a  capital  of  10,000,000  yen,  which  has  been  increased 
from  time  to  time,  until  at  present  it  is  80,000,000  yen. 
It  was  authorized  to  perform  the  general  business  of 
banking,  to  hold  the  deposits  of  the  government,  to  assist 
the  government  with  loans  in  time  of  need,  and  to  issue 
convertible  notes.  The  last  function  was  and  is  the  most 
important.  The  purpose  of  the  government  in  founding 
the  bank  was  to  make  it  the  sole  bank  of  issue  in  Japan, 
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and  thus  to  haye  its  notes  take  the  place  of  the  national 
bank  notes  and  treasury  notes  at  the  earliest  opportunity. 
This  purpose  has  been  steadily  kept  in  view,  and  to-day 
the  Nippon  Ginko  notes  alone  are  commonly  seen  in 
circulation  in  Japan.  The  establishment  of  the  bank 
gave  the  government  a  power  of  controlling  the  con- 
vertible issues — and  through  them  the  credit  of  the 
country  —  such  as  it  never  possessed  before,  and  con- 
tributed to  a  feeling  of  confidence  in  its  financial  stability. 
In  these  various  ways  the  premium  on  silver  gradually 
declined  after  1882.  Speculation  in  shares  moderated 
very  much  with  the  fall  of  the  silver  premium ;  and,  more 
important  than  all,  prices  fell  decidedly.  On  June  6, 
1885,  the  government  felt  strong  enough  to  issue  a 
notification  that  all  the  notes  were  to  be  convertible  into 
silver  yen  after  January  1,  1886.  The  government  as- 
sumed but  little  risk  in  making  this  announcement.  At 
the  end  of  May  the  premium  on  silver  had  dwindled  to 
1  per  cent.,  and  at  the  end  of  June  had  entirely  dis- 
appeared. On  June  27,  1885,  for  the  first  time  since 
1876,  the  paper  yen  was  on  a  par  with  the  silver  yen.  On 
January  1,  1886,  when  the  government  officially  resumed 
specie  payments,  there  was  no  question  in  the  public  mind 
of  any  possible  failure.  At  this  time  the  legal  tender 
notes  outstanding  amounted  to  83,384,000  yen,  the  na- 
tional bank  notes  to  30,093,000  yen,  and  Nippon  Ginko 
notes  to  8,663,000  yen.  The  figures  for  the  entire  period 
of  contraction  are  as  follows :  — 

Paper  in  CiroulatUm. 
Tear.  Avaroffe  Premium.     QffUUU  PigmrtB,  Actual. 

1882 157.0  140,000,000  yen    152,000,000  yen 

1888 126.5  132,600,000    "      188,400,000  " 

1884 108.8  124,800,000    "      125,400,000  " 

1885 105.8  120,400,000    "      120,400,000  ** 

1886  (January  1)    ...        100  *113,400,000    *'    *118,400,000  " 

1886  (April  1)    ....        100  108,600,000    "      106,600,000  " 

*Not  inolnding  3,653,000  yen  of  the  notee  of  the  Central  Bank. 
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Whether  the  measures  to  secure  resumption  were  wisely 
carried  out  is  a  question  as  easy  to  ask  as  it  is  difficult  to 
answer.  When  we  remember  that  the  government  had  to 
deal  not  only  with  the  legal  tender  notes  publicly  issued, 
but  also  with  a  large  amount  issued  secretly  for  causes 
not  now  known,  it  must  be  confessed  that  the  task  was 
not  an  easy  one.  Yet  the  general  impression  in  Japan  is 
that  the  contraction  of  the  currency  was  unnecessarily 
severe  and  sudden.  During  the  period  of  contraction, 
extending  from  the  beginning  of  the  year  1882  to  1886, 
all  the  industrial  interests  of  the  country  suffered  from 
intense  depression.  There  was  general  complaint  of  lack 
of  demand  and  scarcity  of  money.  From  the  farmers 
came  a  bitter  cry  of  distress.  The  average  price  of  rice 
in  the  year  1880  had  been  9  yen  per  koku ;  *  and  at  this 
rate  the  entire  land  tax,  which  falls  mostly  on  rice  land, 
could  be  discharged  by  means  of  6i  millions  of  koku.  In 
the  year  1884  the  price  of  rice  averaged  scarcely  4i  yen 
per  koku,  and  18  millions  of  koku  were  required  to  dis- 
charge the  same  tax.  The  increase  of  other  taxes  also 
operated  to  the  disadvantage  of  the  farmer.  The  con- 
sumption of  nearly  all  minor  luxuries,  as  tobacco  and 
sak^,  declined  rapidly.  Many  mills  were  closed,  espe- 
cially those  engaged  in  spinning  and  weaving.  Bank 
dividends  fell  off  seriously.  The  number  of  unemployed 
increased  both  in  the  cities  and  smaller  towns.  Laborers 
not  only  suffered  from  want  of  employment,  but  from  low 
wages.  During  the  years  1882-86  wages  fell  without 
intermission,  and  in  the  last  year  were  hardly  more  than 
one-half  of  what  they  had  been  in  1882.  The  number  of 
petty  crimes  and  misdemeanors  rose  steadily.  It  was  at 
this  time,  too,  that  the  farming  classes  mortgaged  their 
lands,  and  complained  bitterly  that  they  could  not  meet 
their  obligations.  All  in  all,  when  Japan  resumed  specie 
payments  on  January  1,  1886,  the  economic  outlook  was 

•The  koka  »  6  bnaheb. 
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as  gloomy  as  at  any  time  since  the  year  of  the  Restoration 

(1868). 

IV. 

(1886-97.) 

From  the  year  1886  to  the  beginning  of  the  year  189T 
the  history  of  the  currency  of  Japan  has  been  compara- 
tively free  from  important  incident.  As  already  indicated, 
there  has  been  a  threefold  movement:  gradual  with- 
drawal of  government  legal  tender  notes  and  national 
bank  notes  from  circulation  ;  rapid  increase  of  the  notes  of 
the  Nippon  Ginko ;  increase  of  the  coined  silver  yen,  both 
those  in  active  circulation  and  those  held  as  a  reserve  in 
the  Nippon  Ginko.  The  following  figures  show  what 
changes  have  taken  place :  — 

Money  In  dreulatUm  {in  Ten). 

National  Bank   Nippon  Oinko  Legal  Tender     Silver  Coin 
Notes.  Notes.  Notes.  (one  Ten). 

January  1, 1886         30,500,000        18,450,000       89,880,000        10,102,000 
January  1,  1897         16,497,000      191,108,000         9,376,000       32,068,000 

During  the  entire  period  of  inflation,  silver  had  declined 
seriously  in  terms  of  gold.  At  the  time  of  resumption  in 
1886  the  value  of  the  silver  yen  was  about  78  cents  of 
the  American  gold  dollar,  but  there  was  then  no  question 
of  resuming  on  the  gold  standard.  From  1886  to  1897,  a 
period  of  over  a  decade,  it  is  doubtful  whether  there  waa 
the  slightest  demand  for  return  to  the  gold  standard. 
On  the  contrary,  every  so-called  decline  of  silver  was 
hailed  with  general  satisfaction  by  those  engaged  in  in- 
dustrial and  commercial  pursuits.  During  the  years  1887, 
1888,  and  1889  the  value  of  the  yen  in  terms  of  gold  was 
fairly  steady,  with  a  general  tendency  to  decline.  In 
1889  the  average  value  was  76  cents  in  American  gold. 
In  the  year  1890  the  passage  of  the  Sherman  Act  in  the 
United  States  had  the  effect  of  suddenly  raising  the  yen 
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to  above  90  cents  (gold),  and  the  average  value  for  the 
year  was  above  82  cents.  But  during  the  next  two  years 
the  yen  once  more  resumed  its  downward  tendency,  aver- 
aging about  78  cents  in  1891  and  70  cents  in  1892.  The 
closing  of  the  Indian  mints  to  silver  in  the  summer  of 
1893  produced  a  sharp  decline,  lowering  the  value  of  the 
yen  to  about  60  cents ;  and  the  repeal  of  the  Sherman  Act 
caused  a  further  fall,  making  the  yen  worth  only  60  cents 
of  American  gold,  or,  in  round  number,  one-half  of  its 
former  value  in  terms  of  the  old  gold  yen.  Between  the 
years  1894  and  1897  foreign  exchange  in  Japan  fluctuated 
within  very  moderate  limits.  Within  this  period  the  yen 
fell  as  low  as  47  cents  and  rose  as  high  as  65  cents.  Dur- 
ing the  entire  period  of  the  China  war  (1894-95)  the 
fluctuations  of  exchange  with  gold  countries  varied 
scarcely  more  than  between  New  York  and  London,  and 
it  is  to  be  noted  that  during  this  time  Japan  was  a  pur- 
chaser of  foreign  goods  on  a  much  larger  scale  than  usual. 
What  was  the  effect  of  this  decline  of  the  gold  value 
of  silver  on  the  industries  and  commerce  of  Japan?  It 
would  require  a  separate  article  to  treat  this  question  in 
detail,  but  a  few  words  may  be  devoted  to  the  general 
aspects  of  it.*  In  the  period  from  1890  to  the  beginning 
of  1897  Japan  in  nearly  every  department  of  her  industry 
and  commerce  expanded  more  than  in  the  previous  twenty- 
five  years.  The  general  imports  for  the  year  1889  were 
valued  at  66,230,000  yen,  while  for  -the  year  1895  they 
were  over  138,000,000  yen.  The  exports  during  the  same 
time  increased  from  70.176,000  yen  to  136,000,000  yen. 
During  this  entire  period  the  demand  for  labor,  both  com- 
mon and  skilled,  has  augmented  to  a  remarkable  extent. 
Particularly,  the  demand  for  workmen  in  the  manufactur- 
ing centres,  like  Osaka,  Tokyo,  and  Kyoto,  has  been  so 
great  that  the  supply  sometimes  fell  short.    In  cotton- 

*  See  an  article  on  The  Currency  qf  Japan  in  Relation  to  its  Otneral  Industry 
and  Trade^  written  for  the  State  Department  in  Washington,  and  printed  in 
Vol.  Xm.,  Part  II.,  of  the  Special  Consular  Reports  (1897). 
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spinning,  the  most  important  manufacturing  industry  in 
which  Japan  competes  with  the  nations  of  the  West,  the 
progress  has  been  most  rapid.  In  1890  there  were  at 
work  in  Japan  253,456  spindles,  while  at  the  beginning  of 
1897  the  number  was  no  less  than  800,000  spindles.  The 
expansion  of  railway  traffic  is  another  feature  of  this  time. 
The  gross  receipts  of  the  government  railway  in  the  year 
1889-90  were  8,955,000  yen,  and  net  receipts  2,184,000 
yen ;  while  for  the  year  1896-97  the  gross  receipts  were 
8,278,000  yen,  and  net  receipts  4,457,000  yen.  All  other 
railway  lines  in  Japan  show  a  similar  advance.  The 
growth  of  general  railway  traffic  has  gone  hand  in  hand 
with  the  increase  of  railways.  While  the  government  has 
not  undertaken  any  new  construction  in  this  period,  pri- 
vate railways  have  advanced  year  by  year.  The  total  mile- 
age in  operation  was  only  913  miles  in  1888-89,  while  it 
was  no  less  than  2,273  miles  in  1895-96.  The  shipping 
of  Japan  corresponds  to  the  development  of  the  railways. 
In  the  past  seven  years  not  only  have  new  companies  and 
new  lines  been  established,  but  the  older  shipping  com- 
panies have  augmented  their  tonnage  in  a  most  striking 
way.  The  total  tonnage  in  the  year  1889  for  all  merchant 
ships  registered  under  the  Japanese  flag  was  108,000  tons, 
while  in  1897  the  total  tonnage  was  no  less  than  250,000 
tons.  Parallel  with  this  advance  in  industry  and  com- 
merce has  been  an  advance  in  the  wages  of  labor.  In  the 
past  seven  years,  though  the  rice  crop  (by  far  the  most 
important  article  of  food  in  Japan)  has  twice  been  much 
below  the  average,  though  the  silk  crop  (the  most  import 
tant  article  of  export)  has  several  times  suffered  severely 
from  unseasonable  frosts,  though  flood  and  storms  have 
frequently  ravaged  portions  of  the  country,  there  has 
been  little  complaint  of  falling  wages  or  lack  of  employ- 
ment. Certainly,  nothing  like  the  phenomenon  of  the 
unemployed  that  has  been  witnessed  in  America  in  the  past 
seven  years  has  ever  been  seen  in  Japan.    All  investiga- 
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tions  show  that  the  money  wages  of  labor  are  at  present 
nearly  double  what  they  were  in  1889. 

Can  we  trace  any  connection  between  this  remarkable 
industrial  development  and  the  silver  standard  of  Japan  ? 
No  one  who  has  studied  the  economic  progress  of  Japan 
could  hesitate  to  answer  in  the  affirmative.  In  the  first 
place,  it  is  well  known  that  prices  in  Europe  and  America 
have  continuously  fallen  in  the  past  twenty  years, —  a 
process  from  which  Japan  has  been  entirely  free.  As  an 
importer,  Japan  has  been  able  to  buy  precisely  as  many 
foreign  commodities  with  the  silver  yen  at  50  cents  (gold) 
in  1894  and  1896  as  she  was  with  the  yen  at  over  100 
cents  (gold)  in  1878.  The  silver  price  of  raw  cotton  was 
as  low  in  1894-95  as  it  was  twenty  years  before.  The 
silver  prices  of  all  kinds  of  imported  iron  and  steel,  of 
woollen  and  cotton  goods,  were  as  low  in  the  former  as  in 
the  latter  year.  As  an  exporter  of  goods,  as  cotton  yarn, 
silk,  tea,  porcelain,  Japan  has  not  suffered  any  serious 
decline  of  prices,  as  have  the  countries  of  Europe.  More 
important  than  this,  however,  is  the  fact  that,  wherever  a 
Japanese  commodity  came  into  competition  with  a  com- 
modity of  Western  nations,  she  could  undersell  them 
without  any  reduction  of  price.  It  was  invariably  Eng- 
land or  America  that  yielded  in  price  to  Japanese  compe- 
tition with  every  decline  of  silver.  And,  if  the  importer 
of  foreign  goods  in  Japan  wished  to  keep  the  Japanese 
market  as  against  the  Japanese  producer,  the  former  must 
always  submit  to  a  reduction  in  price  with  every  so-called 
decline  of  silver;  while  the  latter  need  only  retain  his 
old  price,  or  could  even  advance  it  without  danger.  Thus 
with  every  decline  in  the  gold  price  of  silver  Japanese 
industries  had  a  new  opportunity  for  expansion.  The 
silver  standard  in  Japan  proved  to  be  a  most  remarkable 
and  peculiar  protective  measure, —  entirely  free  from  the 
objections  to  a  protective  tariff, —  at  a  time  when  Japan 
could  most  profit  by  it.     It  was  a  time  when  Japanese 
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capital  and  labor  were  on  the  point  of  entering  into  the 
great  mechanical  industries,  in  which  Japan  had  had  but 
little  experience  compared  with  the  people  of  the  West. 
Even  the  advocates  of  the  gold  standard  in  Japan  have 
not  been  able  to  deny  the  great  benefits  she  has  derived 
from  the  silver  standard.* 

In  the  second  place,  the  countries  about  Japan,  such  as 
China,  Corea,  Hong  Kong,  Manila,  and  the  Straits  Settle- 
ments, are  all  on  a  silver  basis ;  and  their  interests  with 
her  are  very  important.  They  not  only  accept  the  silver 
yen  as  a  standard  coin,  but  prefer  it  to  the  Mexican  dol- 
lar, which  formerly  dominated  the  East.  Japan's  com- 
mercial relations  with  these  countries  have  had  an  advan- 
tage from  this  money  standard,  as  it  furnished  her  with 
a  stable  par  of  exchange,  which  she  would  not  otherwise 
have  possessed.  Not  only  has  the  acceptance  of  the 
silver  yen  in  all  parts  of  the  East  been  a  source  of  profit 
to  Japan,  but  it  has  enabled  her  to  secure  a  prestige  in  the 
East,  and  to  become  the  dominating  commercial  and  politi- 
cal power.  Japan  aspires  to  be  the  carrying  power  among 
Oriental  nations, —  ^Hhe  England  of  the  East,"  as  the 
Japanese  phrase  it.  Within  the  past  fifteen  years  the 
extension  of  Japanese  shipping  and  trade  in  these  regions 
has  aroused  the  attention  of  all  the  older  European  and 
American  competitors  for  this  trade. 

In  Japan  itself  the  advantages  she  derives  from  her 
silver  standard  have  been  generally  admitted.  Among 
manufacturers  the  feeling  that  they  owe  much  of  their 
success  to  silver  has  been  most  pronounced.    Among  the 

*  Hiiu  Count  Matsnkata,  in  his  speech  on  the  gold  standard,  delirered  March 
3, 1897,  says,  *'  It  is  probable  that  Uie  trade  of  our  country  has  . . .  benefited 
more  or  less  by  the  depreciation  of  silver,"  but  adds,  "  Such  benefits  wiU  dis- 
appear -when  prioee  and  wages  rise  to  the  same  extent  as  silver  has  depre- 
ciated." Gonnt  Matsokata  is  a  firm  believer  in  the  theory  that  silver  has  depre- 
dated rather  than  grold  appreciated  in  the  past  twenty  years.  But,  even 
granting  that  he  is  right,  is  it  not  likely  that,  if  Japan  has  been  able  to  establish 
on  a  firm  and  profitable  basis  certain  important  kinds  of  industry,  she  wiU 
be  able  to  retain  this  great  advantage  for  the  future  against  foreign  competi- 
tors better  than  if  she  had  existed  on  a  gold  basis  ? 
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farming  classes  the  feeling  has  been  weaker,  though 
favorable,  so  far  as  it  existed  at  all.  The  farmers  who 
found  themselves  so  deeply  indebted  in  the  years  imme- 
diately following  resumption  have  since  recovered  some 
of  their  old  prosperity.  Exporters  of  Japanese  commodi- 
ties generally  regarded  declining  exchange  with  satisfac- 
tion, since  it  either  gave  them  higher  prices  for  their 
commodities  or  stopped  a  fall  of  prices.  Importers  were 
naturally  of  the  opposite  opinion ;  but,  as  they  indirectly 
benefited  from  the  resulting  prosperity  to  Japan,  they 
can  hardly  be  said  to  have  fair  grounds  of  complaint 
During  the  past  six  years  the  imports  of  Japan  have 
steadily  grown  with  her  general  expansion.  One  class, 
indeed,  disapproved  of  the  silver  standard  in  Japan, —  a 
class  which,  though  small,  was  armed  with  great  power 
to  accomplish  its  ends, —  the  officials  of  the  government* 
Many  of  these  have  been  educated  abroad,  and  readily 
take  the  Western,  and  especially  the  English,  point  of 
view  in  regard  to  monetary  questions.  They  have  their 
theories  of  the  superiority  of  gold,  of  its  stability,  its 
higher  intrinsic  value,  its  expanding  use  in  civilized 
countries,  the  demand  for  it  as  war  treasure. 


V. 

(1897.) 

The  measures  for  reverting  to  the  gold  standard  in 
Japan  were  closely  connected  with  some  intricate  and  not 
very  reputable  political  jobbery  in  the  Japanese  Parlia- 
ment. When  the  session  opened  in  December,  1896, 
there  was  every  indication  that  a  conflict  would  occur 
between  the  government  and  the  Lower  House.  Count 
Matsukata,  the  Prime  Minister,  and  Count  Okuma,  the 
Minister  of  Foreign  Affairs,  who  were  the  active  organ- 
izers of  the  cabinet,  could  count  only  on  the  votes  of  one 
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political  party  (Shimpoto),  the  number  of  whose  repre- 
sentatives was  less  than  one  hundred  out  of  the  entire 
three  hundred.  The  other  two  political  organizations,  the 
Liberals  (Jiyuto)  and  National  Unionists  (Eokumin 
Kyokai),  though  unfriendly  to  each  other,  were  known 
to  be  bitterly  opposed  to  the  existing  government  and 
its  allies.  The  Japanese  newspapers  were  unanimous 
in  believing  that  the  government  could  not  secure  a 
majority  in  favor  of  its  measures,  and  predicted  a  stormy 
session.  But,  to  the  surprise  of  the  newspapers  and  the 
public,  this  expectation  was  not  realized.  During  the 
early  part  of  January  a  curious  process  of  dissolution  was 
observed  within  the  ranks  of  the  opposition  parties. 
Nearly  one-third  of  the  members  of  both  these  parties 
resigned  their  membership,  and  declared  that  they  in- 
tended to  vote  independently  of  their  party  organiza- 
tions. When  the  first  bill  came  up  for  discussion,  it  was 
evident  that,  by  some  undiscovered  means,  the  govern- 
ment had  scored  a  complete  victory  against  the  opposition 
parties.  Instead  of  having  barely  two-fifths  of  the  mem- 
bers in  its  support,  it  had  secured  more  than  three-fifths, 
or  a  majority  of  between  thirty  and  forty;  and  this 
majority  stood  ready  to  sanction  every  measure  introduced 
by  the  government.  Never  was  a  parliamentary  session 
so  barren  of  debate  and  so  fruitful  in  measures.  No 
previous  cabinet  had  ever  secured  so  tight  a  grip  of  the 
Lower  House,  or  held  it  so  firmly  to  the  end  of  the  session.* 
The  first  mutterings  of  a  possible  change  of  standards 
in  Japan  were  heard  early  in  February.  It  was  noted 
that  the  government  had  been  investigating  the  monetary 
question  for  some  time,  with  a  view  to  laying  a  bill  be- 

*  Nearly  all  the  Japanese  newspapers  openly  declared  at  the  time  that  the 
goTemment  aooomplished  this  act  of  tergriversation  on  the  part  of  the  roemhers 
through  a  liberal  use  of  pecuniary  bribes.  Whether  a  direct  form  of  bribery 
was  employed  may  neyer  be  known.  There  is  no  donbt,  however,  that  the 
goyemment  made  use  of  the  "spoils  system,"  in  order  to  gain  its  object. 
After  the  session  the  supporters  of  the  government  were  rewarded  with  offices 
to  an  extent  previously  unknown  in  the  parliamentary  lustoxy  of  Japan. 
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fore  Parliament.  Various  oflBcials  of  the  government 
were  actively  in  favor  of  a  gold  standard  The  news- 
papers began  to  discuss  the  question  from  every  point  of 
view.  Some  declared  immediately  for  the  gold  standard ; 
others  favored  gold,  but  thought  the  time  unpropitious, 
and  urged  delay ;  still  others  as  resolutely  advocated  the 
retention  of  the  existing  standard.  The  bill,  as  drawn  up 
by  the  government,  was  introduced  into  the  Lower 
House  March  3;  and  the  Prime  Minister's  speech  in 
support  of  the  measure  was  delivered  on  the  same  day. 
The  total  number  of  days  given  to  the  consideration  of 
this  important  bill  was  eight,  and  the  entire  debate  was 
concentrated  into  less  than  eight  hours.  On  March  11 
the  closure  was  moved.  The  first  reading  of  the  bill  was 
carried  by  a  vote  of  161  to  96.  The  House  then  voted 
to  carry  the  bill  to  a  second  reading,  then  to  proceed  with 
the  second  reading,  voted  the  second  reading  without  de- 
bate, voted  the  third  reading  in  the  same  way,  and  com- 
placently sent  the  bill  to  the  Upper  House.  In  the  latter 
it  was  treated  with  similar  despatch.  It  was  debated  but 
a  few  hours  on  March  23;  the  second  and  third  readings 
were  voted  without  delay;  and  it  was  finally  passed  by 
large  majorities.  The  whole  interval  of  time  during 
which  this  bill  was  before  the  public  and  Parliament, 
from  the  first  rumor  of  its  proposal  to  the  final  stage  of 
definite  enactment,  was  less  than  two  months.* 

In  this  short  space  of  time  it  was  impossible  to  consider 
the  merits  and  demerits  of  so  important  a  measure.  There 
was  no  debate  worthy  the  name  among  the  members  of 
either  the  Upper  or  Lower  House,  with  perhaps  a  single 
exception,  t  The  same  members  who  had  favored  the 
other  measures  of  the  government  gave  their  votes  to 
this.    Judging  from  the  manner  in  which  the  bill  was 

*  It  was  lanctioiied  by  the  emperor  on  the  26th  of  March,  and  promalgated 
M  law  on  the  29th. 

t  Mr.  Taffochi,  editor  of  the  Tokyo  Economist,  stronirly  oppoeed  the  measnre. 
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treated,  we  may  doubt  whether  those  who  voted  for  it 
had  more  than  the  haziest  conception  of  its  importance. 
On  the  strength  of  promises  that  the  gold  standard  would 
be  a  means  of  advancing  the  commercial  and  industrial 
interests  of  Japan,  the  government  in  a  surprisingly  short 
period  forced  through  Parliament  a  measure  which  in  any 
other  country  would  have  occupied  the  attention  of  the 
public  for  months. 

The  act  as  passed  is  simple  in  its  principal  provisions. 
It  makes  the  gold  yen  the  unit  of  value  in  place  of  the 
silver  yen ;  and  this  gold  yen  is  to  contain  precisely  one- 
half  the  amount  of  pure  metal  which  was  contained  in 
the  former  gold  yen  of  1871-76.  As  this  old  coin  con- 
tained li  grams  of  pure  gold  (equal  to  4  /ww,  in  Japanese 
nomenclature),  the  new  unit  is  to  contain  i  of  a  gram  of 
pure  gold  (2/mw),  or  11.574  grains.  The  usual  amount 
of  copper  alloy  (xV)  is  to  be  added,  making  the  ten 
yen  gold  piece  weigh  128.6  grains.*  The  coins  are  to 
be  minted  in  three  denominations, —  five,  ten,  and  twenty 
yen, —  and  are  to  be  legal  tender  to  any  extent;  while 
the  sUver  yen  is  to  be  legal  tender  only  to  the  amount  of 
ten  yen.  Provision  is  made  for  legal  tolerance,  both  of 
weight  and  fineness,  of  the  new  coins,  and  a  period  is 
fixed  in  which  the  silver  yen  can  be  converted  on  demand 
into  gold.t  It  is  further  enacted  that  the  coinage  of  silver 
yen  pieces  is  to  cease  from  the  date  of  the  promulgation 
of  the  law.  The  act  fixes  October  1,  1897,  as  the  date 
when  the  gold  standard  is  to  go  into  effect.  Other  de- 
tails of  the  measure  are  not  important. 

The  first  question  that  suggests  itself  in  connection 
with  this  act  is  why  the  new  unit  of  value  should  be 

*llie  exact  amonnt  of  pore  gold  in  a  fiye  dollar  American  gold  coin  is 
116.10  grains,  in  an  English  soTereign  113.0012  grains,  and  a  ten  yen  Japanese 
gold  coin  116.74  graanB.  Thns  the  Japanese  gold  yen  is  eqniTalent  to  2  shillings 
and  h  penny  (nearly),  or  491  cents  American  gold  (nearly). 

t  This  period  is  five  yeara,  but  it  is  now  believed  that  the  goyemment  in- 
tends to  introduce  a  supplementary  law  into  the  next  Parliament  shortening 
the  period  to  one  year. 
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fixed  at  just  one-half  of  the  old  gold  yen.  It  is  obvious 
that  there  is  a  convenience  in  establishing  this  ratio,  inas- 
much as  a  considerable  number  of  old  gold  coins  are  still 
held  as  reserve  by  the  Nippon  Ginko.  But  this  is  a  very 
trifling  consideration,  as  it  is  the  purpose  of  the  govern- 
ment to  recoin  all  the  old  gold  coins.  One  of  the  chief 
Arguments  of  Count  Matsukata,  in  his  speech  in  behalf  of 
the  bill,  was  that  the  gold  standard  would  prevent  all 
further  depreciation  of  money  in  Japan.  If  it  is  true  that 
silver  has  depreciated  in  its  general  purchasing  power 
during  the  past  twenty  years  in  Japan,  why  did  not  the 
government  resume  the  gold  standard  in  terms  of  the  old 
gold  yen,  as  coined  in  1871-76?  The  same  choice  lay 
before  Japan  as  lay  before  the  United  States  at  the  close 
of  the  Civil  War.  The  American  government  at  that 
time  could,  without  any  gross  breach  of  monetary  mo- 
rality, have  resumed  the  coinage  of  gold  at  the  market 
equivalent  of  the  paper  currency,  always  supposing  she 
kept  her  contract  with  those  who  had  obligations  payable 
in  the  standard  gold  coin.  And  this,  in  effect,  is  what 
Japan  has  done.  For  those  who  complained  of  the  de- 
preciation of  the  silver  yen,  the  only  logical  course  was 
to  restore  the  old  gold  yen  of  25.72  grains  to  its  former 
place  as  the  standard  unit  of  value.  As  a  matter  of  fact, 
the  government  of  Japan  did  not  even  give  the  market 
equivalent  of  silver  in  the  new  coin.  The  precise  ratio 
between  gold  and  silver,  as  established  by  the  new  law, 
is  1  to  82.44;  while  the  market  ratio  between  the  two 
metals  at  the  time  the  bill  was  presented  was  nearly  1  to 
81J.  Thus  the  government  overvalued  gold  to  a  certain 
extent,  and  actually  strengthened  the  very  tendency  it 
disapproved  of.  Count  Matsukata,  in  his  speech,  hardly 
meets  this  charge  of  inconsistency.  He  merely  says, 
"It  may  be  urged  that  this  overvaluation  of  gold,  how- 
•ever  slight,  will  raise  the  price  of  commodities  in  propor- 
tion to  its  excess  over  the  actual  silver  price  of  that 
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metal ;  but  I  do  not  anticipate  any  practical  consequences 
of  that  kind."  ♦ 

Two  definite  advantages  lay  before  Japan  in  taking  im- 
mediate action  in  favor  of  the  new  standard.  The  first, 
though  scarcely  mentioned  by  the  gold  advocates,  is  gen- 
erally believed  to  have  had  an  important  influence  in 
determining  their  attitude.  This  is  concerned  with  the 
future  fluctuations  of  the  gold  value  of  silver.  The  gold 
price  of  silver  had  not  varied  much  from  January,  1894, 
to  January,  1897.  A  general  belief  existed  in  Japan  that 
silver  had  reached  its  lowest  point  in  terms  of  gold,  and 
that  the  silver  yen  would  not  fall  much  below  60  cents 
(United  States  gold),  or  2  shillings.  The  chances  of  a 
further  fall  were  at  least  slight,  as  compared  with  those  of 
a  rise.  Therefore,  it  was  urged  that,  if  the  yen  could  be 
fixed  in  gold  at  near  its  existing  exchange  value,  Japan, 
having  exhausted  all  the  benefits  of  the  silver  standard, 
would  crystallize  them  into  a  permanent  advantage.  It 
was  a  sound  instinct  that  told  the  Japanese  that,  if  ever 
by  international  action  the  value  of  silver  could  be  raised 
to  its  old  relation  with  gold,  their  industries  would  suffer. 
If  the  so-called  depreciation  of  silver  or  the  appreciation 
of  gold  had  been  a  source  of  benefit  to  Japan  in  the  past, 
then  a  reversal  of  that  process  must  be  pro  tanto  injuri- 
ous. From  this  point  of  view,  Japan's  adoption  of  the 
gold  standard  was  rather  a  shrewd  attempt  to  solidify  all 
the  advantages  she  had  derived  from  the  silver  stand- 
ard, a  form  of  insurance  against  future  dangers,  than 
any  objection  to  the  silver  standard  in  itself. 

It  must  be  confessed  that,  if  this  was  the  chief  motive 
of  the  government  in  reverting  to  the  gold  standard,  the 
secret  was  pretty  carefully  guarded  both  in  Parliament 

*P)rioee  hare  risen  sliarply  in  Japan  in  1897,  in  oonaeqnenoe,  mainlyf  of  the 
extraordinary  rise  in  the  price  of  rioe,  due  to  bad  crop  proepeetB.  Had  Japan 
remained  on  a  silTer  basis  (the  s^old  basis,  thong^h  not  proclaimed  by  law  nntil 
October  1,  has  been  practically  established),  the  rise  in  prices  would  nndoabt- 
edly  have  been  ascribed,  in  many  quarters,  to  the  silyer  standard. 
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and  in  the  Japanese  press.  Foreigners  and  the  English 
press  in  Japan  commonly  ascribed  the  new  legislation  to 
this  motive ;  but  Count  Matsukata,  in  his  speech  of  March 
2,  scarcely  alludes  to  it.  The  Japanese  may  have  thought 
this  consideration  too  obvious  to  need  explanation,  or  it 
may  be  that  their  diplomatic  sense  of  fitness  prevented 
them  from  calling  attention  to  what  was  so  evidently  a 
purely  national  consideration.  Whatever  the  reason, 
their  silence  on  this  point  is  not  a  little  strange. 

Another  motive  for  immediate  action  was  the  existence 
of  a  large  indenmity  due  to  Japan  from  China,  a  portion 
of  which  was  already  lying  in  gold  to  her  credit  in  Lon- 
don. If  Japan  intended  to  accept  the  gold  standard  with 
all  its  risk  and  cost,  no  time  was  evidently  more  oppor^ 
tune  than  the  present,  when  the  gold  was  still  unex- 
pended. Besides,  in  using  a  portion  of  the  indemnity  for 
this  purpose,  she  had  the  example  of  Germany  as  a  prec- 
edent. For  the  second  time  in  history  a  war  indemnity 
would  be  used  to  reorganize  the  monetary  system  of  a 
nation. 

This  second  consideration  was  important  only  if  Japan 
could  secure  specific  advantages  from  the  gold  standard. 
Had  she  no  pressing  uses  for  the  indemnity,  had  she  an 
overflowing  exchequer,  such  as  Germany  had  in  1872-78, 
she  might  have  employed  the  treasure  in  London  to  one 
purpose  as  readily  as  to  another.  But,  in  fact,  the  Japan- 
ese government  has  the  utmost  need  of  every  fraction  of 
income.  Previous  to  the  war  with  China  the  total  na- 
tional expenditure,  both  ordinaiy  and  extraordinary,  did 
not  average  90,000,000  yen  per  annum ;  and,  as  her  income 
was  slightly  more  than  this,  she  was  able  to  accumulate  a 
surplus  as  a  sort  of  sinking  fund.  Since  the  war  the  ex- 
penditure has  nearly  trebled,  the  budget  for  the  coming 
year  settling  the  expenditure,  after  much  economy,  at 
230,000,000  yen,  and  the  deficit  at  nearly  24,000,000  yen. 
Japan  is  certain  to  encounter  a  deficit    in   her    annual 
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budget  for  a  considerable  number  of  years,  in  spite  of  the 
fact  that  the  government  has  increased  nearly  every  form 
of  taxation.  The  extraordinary  increase  of  the  army  and 
navy,  the  large  orders  for  war-ships  abroad,  the  augment- 
ing public  debt,  the  growing  demand  for  public  works, 
the  extension  of  public  education, —  all  these  make  it 
impossible  for  Japan  to  indulge  in  anything  but  the  abso- 
lute necessaries  of  public  expenditure.  As  the  new 
monetary  system  has  involved  an  extra  outlay  of  over 
80,000,000  yen,  it  may  be  questioned  whether  Japan  will 
reap  advantages  in  proportion  to  the  expense. 

Besides  these  motives  for  the  immediate  adoption  of 
the  gold  standard,  various  other  reasons  were  brought 
forward  in  favor  of  the  change. 

1.  It  was  said  that  Japan  would  have  a  more  stable 
rate  of  exchange  with  Europe  and  America.  Nearly 
seven-tenths  of  her  entire  trade  (imports  and  exports) 
has  to  do  with  gold-using  countries ;  and  any  uncertainty 
in  this  trade,  it  is  urged,  is  a  detriment  to  her  interests. 
To  this  may  be  replied  that,  while  a  fluctuating  exchange 
is  a  detriment  to  Japanese  trade,  she  cannot  escape  this 
entirely  by  adopting  a  gold  standard.  Her  trade  with 
silver  countries,  while  less  than  one-half  of  her  entire 
trade,  is  large  and  growing.  Japan's  ambition  to  be  the 
dominating  industrial  and  commercial  power  of  the  Orient 
can  be  far  better  served  by  keeping  a  par  of  exchange 
with  Oriental  than  with  Occidental  nations.  Already  she 
is  meeting  with  certain  difficulties  in  this  respect.  The 
money  of  Formosa  has  lately  been  restored  to  a  silver 
basis,  and  the  Empire  of  Japan  has  secured  another 
point  of  resemblance  to  the  British  Empire  in  having 
both  standards  within  her  dominions.  Since  the  enact- 
ment of  the  gold  standard  all  Japanese  commercial  inter- 
ests are  dominated  by  a  feeling  of  uncertainty.  The 
price  of  securities  has  fallen.  The  exports  of  cotton 
yam  to  China  have  nearly  stopped.    Not  the  most  san- 
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guine  advocate  of  the  gold  standard  can  assert  that  so 
far  Japan  has  reaped  any  of  the  promised  benefits  of  the 
great  reform. 

2.  It  was  held  that,  under  the  gold  standard,  foreign 
capital  would  be  more  readily  drawn  to  Japan.  If  this 
result  could  be  attained  under  the  new  system,  it  would 
no  doubt  justify  the  measure  to  some  extent.  Japan,  at 
present,  suffers  from  a  scarcity  of  capital.  The  rate  of 
interest  is  very  high,  averaging,  on  good  securities  (other 
than  government  bonds),  not  less  than  8  or  9  per  cent. 
Many  enterprises  in  recent  years  have  been  abandoned 
from  the  lack  of  loanable  funds.  During  the  past  year 
the  government  has  found  it  impossible  to  float  any  bonds 
at  par,  though  they  yield  5  per  cent.,  and  are  not  redeem- 
able under  twenty  years.  It  is  agreed  on  all  sides  that 
the  introduction  of  capital  from  abroad  would  at  present 
be  a  boon  to  Japan,  and  enable  her  to  continue  the  career 
of  expansion  which,  so  far,  she  has  enjoyed  without  seri- 
ous drawback.  If  the  existence  of  the  silver  standard  has 
been  the  chief  obstacle  to  the  introduction  of  foreign  capi- 
tal into  Japan,  it  is  difficult  to  deny  a  certain  merit  to 
the  new  system.  But  the  circumstances  are  quite  other- 
wise. Foreign  capital,  it  is  true,  is  almost  unknown  in 
Japan  at  present ;  but  the  bar  to  its  entrance  has  been  not 
so  much  the  existence  of  a  different  standard  as  the  pro- 
hibitions of  Japanese  law.  Foreigners  have  been  forbid- 
den to  hold  shares  or  stock  of  any  kind  in  this  country, 
cannot  possess  land  outside  of  certain  concessions  in  a  few 
cities,  and  are  limited  to  these  concessions  in  the  transac- 
tion of  any  kind  of  business.*  The  only  securities  for- 
eigners are  allowed  to  purchase  are  certain  descriptions  of 
bonds,  most  of  which  were  issued  during  and  since  the 
war.  It  is  the  legal,  and  not  the  economic,  barrier  that 
is  chiefly  at  fault  for  the  want  of  foreign  capital  in  this 
country.    Since  the  enactment  of  the  gold  standard  the 

* Japanwill  be  thrown  open  to  foreigrnen  m  toon  as  the  new  treaties  go 
into  effeot,  probably  in  the  ooniee  of  two  yean. 
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goyemment,  it  is  true,  has  disposed  of  a  single  lot  of 
bonds  to  foreign  capitalists ;  but  this  sale  could  have  been 
equally  well  transacted  under  the  silver  standard,  had  the 
government  merely  fixed  the  rate  of  exchange.*  Were 
all  the  barriers  that  now  legally  exist  to  the  influx  of 
foreign  capital  into  Japan  removed,  the  silver  standard 
would  hardly  prove  a  serious  impediment. 

But  this  motive,  while  prominently  brought  forward 
in  certain  quarters,  was  not,  in  fact,  an  important  one. 
It  may  have  had  influence  in  commercial  circles,  but  it 
was  not  likely  to  a£Fect  those  who  originated  the  measure. 
We  must  therefore  look  to  other  reasons  that  have  been 
expressed  in  favor  of  a  gold  standard  in  Japan. 

8.  Among  the  most  important  of  these  is  the  ex- 
ample of  other  civilized  countries  in  accepting  gold  and 
discarding  silver  during  the  past  twenty-five  years.  Gold 
to-day  is  the  money  of  civilized  countries, —  a  metal  all 
the  more  desirable  because  so  many  nations  are  eager  to 
acquire  it,  while  silver  is  the  generally  discredited  money, 
only  fit  for  inferior  peoples  and  civilizations.  Those  who 
live  in  countries  having  a  gold  standard  are  hardly  aware 
of  the  influence  and  extent  of  their  prejudice  in  favor  of 
gold  as  gold.  There  is  a  feeling  very  deep  and  wide- 
spread, even  in  parts  of  the  United  States,  that  silver- 
using  countries  are,  at  best,  semi-civilized.  This  feeling 
may  be  paralleled  by  the  unreasonable  preference  for 
silver  in  the  decade  1850-60, —  a  preference  that  caused 
several  countries  of  Europe  to  demonetize  gold,  and  others 
to  agitate  for  its  demonetization.  That  Japan,  in  estab- 
lishing the  gold  standard,  was  powerfully  actuated  by  this 
general  prejudice  of  Western  nations  can  hardly  be 
doubted.  The  speeches  of  the  advocates  of  the  change, 
in  Parliament  and  in  the  press,  clearly  express  the  feeling. 
Those  who  have  studied  the  course  of  Japan  during  the 
past  twenty  years  can  appreciate  the  immense  influence  of 

*The  amount  sold  was  40,000,000  yen.    Offers  were,  in  fact,  made  for 
Japanese  bonds  by  f oreigrn  capitalists  in  1886,  but  not  accepted. 
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arguments  resting  on  it.  Japan  has  been  copying  West- 
ern nations  in  almost  every  sphere  of  civilization, —  indus- 
try, commerce,  education,  military  affairs,  legal  institu- 
tions, and  even  art.  She  has  kept  pace  with  almost 
every  important  step  of  Western  development.  She  is 
anxious  to  remove  all  the  differences  that  serve  to  preju- 
dice her  in  the  eyes  of  the  nations  of  Europe  and 
America.  Though  Japan  has  reaped  great  advantages 
from  the  silver  standard  in  the  opinion  of  nearly  all  im- 
partial observers  in  the  East,  yet  she  has  a  general  wish 
to  abolish  that  standard,  simply  because  the  trend  of 
Western  legislation  has  been  in  the  direction  of  gold. 
This  I  believe  to  be  the  main  explanation  of  her  accept- 
ance of  the  new  monetary  standard. 

Lately  it  has  been  urged  that  still  another  ground 
existed  for  the  abolition  of  the  silver  standard  in  Japan. 
The  government,  it  is  said,  noticed  that  the  depreciation 
of  silver  was  injurious  to  the  creditor  classes,  especially 
those  whose  incomes  were  derived  from  government  bonds 
and  other  fixed  obligations.  What  motives  beyond  those 
publicly  stated  actuated  the  government  officials  in  charge 
of  the  bill  no  one  can  discover.  None  of  the  government 
delegates  expressed  any  concern  for  the  creditor  class,  nor 
did  any  supporters  of  the  measure  outside  of  the  govern- 
ment mention  the  point.  Governments  are  not  commonly 
supposed  to  concern  themselves  much  for  those  who  make 
no  complaint  or  to  remedy  wrongs  unseen  and  unfelt. 
Thus  far  the  creditor  class  has  not  raised  its  voice  in 
opposition  to  the  sUver  standard  in  Japan.  Indeed,  it  is 
not  probable  that  a  single  complaint  has  ever  been  made 
during  the  past  ten  years  on  this  score.  On  the  contrary, 
the  general  impression  is  that  the  creditor  class  in  Japan 
has  enjoyed  during  this  period  the  advantages  of  a  wide- 
spread prosperity.  The  farmers,  who  were  in  great  straits 
after  the  resumption  of  specie  payments  in  1886  and  1887, 
have   been  able  to  meet    their    obligations  with    great 
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promptness  in  more  recent  years,  owing  to  the  better 
demand  for  agpicultural  products.  Banks,  railways, 
mines,  shipping,  and  other  forms  of  corporate  wealth  have 
all  paid  excellent  dividends  in  the  past  decade.  That  the 
gold  standard  was  adopted  to  save  the  creditor  class  from 
a  depreciating  currency  must  therefore  be  considered  the 
after-thought  of  some  one  who  did  not  follow  the  general 
trend  of  opinion  in  Japan  during  the  period  of  currency 
legislation. 

It  still  remains  to  consider  the  general  measures  of 
safety  that  the  government  proposed  to  take  to  insure 
the  permanent  success  of  the  gold  standard.  Many  people 
expressed  fears  at  the  time  of  the  currency  agitation  that 
the  government  would  find  it  difficult  to  establish  the 
new  system  on  a  firm  basis.  The  greatest  danger  lay  in 
the  uncertainty  as  to  the  effect  the  new  legislation  would 
have  on  the  relative  values  of  silver  and  gold.  At  this 
time  (in  the  early  part  of  1897)  the  market  ratio  of  gold 
to  silver  was  less  than  1.32 ;  and,  as  Japan  proposed  to 
assume  the  ratio  of  1.82i  in  her  new  coinage,  she  could 
not,  so  long  as  the  market  ratio  remained  stable,  expose 
herself  to  much  risk.  If,  however,  the  price  of  silver  fell, 
she  encountered  the  hazard  of  having  all  the  gold  drawn 
out  of  her  reserves  in  exchange  for  the  silver  yen  and  con- 
vertible notes  in  circulation.  It  was  therefore  necessary 
for  the  government  to  secure  an  adequate  reserve  to  meet 
any  possible  drain. 

The  precise  amount  of  silver  yen  in  circulation  is  not 
known.  Statistics  are  accurately  kept  of  the  amount 
coined  in  the  mint  at  Osaka ;  but  they  tell  little  as  to  the 
quantity  circulating  in  Japan,  because  the  larger  part  of 
the  one  yen  coins  has  been  exported  to  China  and  other 
countries  of  the  East.  It  is  estimated  that  more  than 
112,000,000  yen  of  these  pieces  have  been  exported  from 
Japan.  The  law  provides  that  a  period  of  over  five  years 
shall  elapse  in  which  to  convert  Japanese  silver  yen ;  and 
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this  yast  sum  might  constitute  a  grave  danger  to  the  new 
system  if  the  value  of  silver  fell  sufficiently  to  make  the 
exchange  profitable.  But  this  danger  is  reduced  to  a 
minimum  on  a  closer  scrutiny.  A  great  many  of  the 
exported  coins  have  found  their  way  to  China,  where 
they  are  "chopped," — i.e.,  disfigured;  and  the  Japanese 
government  refuses  to  accept  chopped  coins  in  exchange. 
Further,  most  of  the  silver  coins  circulating  in  Singapore 
and  other  parts  of  the  Strait  Settlements  are  preferred  by 
the  people  in  the  ordinary  course  of  trade  to  any  other 
silver  coin.  It  is  believed,  therefore,  that,  unless  a  very 
considerable  difference  exists  between  their  bullion  value 
and  their  legal  value  in  Japan,  they  will  not  be  re-exported 
to  Japan  for  redemption.  Out  of  a  total  of  112,000,000 
one  yen  coins  exported  from  Japan,  not  more  than  10,000,- 
000  yens,  or  possibly  15,000,000,  are  likely  to  find  their 
way  back,  except  under  scarcely  conceivable  conditions. 

Within  the  empire  the  amount  in  circulation  is  also 
somewhat  uncertain,  but  not  to  the  same  extent  as  the 
amount  abroad.  The  Nippon  Ginko  holds  in  reserve  very 
nearly  19,000,000  yen,  and  the  quantity  in  general  circu- 
lation is  probably  not  far  from  82,000,000  yen.  These 
two  represent  a  sum  of  51,000,000,  to  which  must  be 
added  an  additional  10,000,000  yen  from  other  parts  of 
the  East,  making  a  grand  total  of  61,000,000  yen.  Of 
this  total  it  is  not  likely  that  more  than  a  small  fraction 
will  be  converted  into  gold.  It  is  the  purpose  of  the 
government  to  coin  all  its  subsidiary  silver  money  out 
of  the  stock  now  on  hand  in  the  Nippon  Ginko ;  further, 
to  supply  Formosa  with  silver  coins,  with  a  special  mark 
upon  them ;  and,  finally,  to  add  to  the  Corean  circulation 
as  far  as  possible  with  the  silver  yen.  In  all  these  ways 
the  demand  for  the  existing  silver  coins  of  Japan  is  likely 
to  absorb  a  very  large  fraction  of  the  supply. 

It  is  true  that  a  very  large  amount  of  paper  currency 
circulates  within  the  country,  all  of  which,  as  it  is  con- 
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yertible  into  gold  on  demand,  may  be  considered  a  menace 
to  the  gold  reserves.  The  total  amount  of  convertible 
notes  issued  by  the  Nippon  Ginko  and  in  circulation 
October  28, 1897,  exceeded  190,000,000  yen,—  an  unusual 
aggregate  for  Japan  and,  indeed,  in  excess  of  the  legal 
limit  to  the  extent  of  29,000,000  yen.*  In  demanding 
gold  coins  from  the  Nippon  Ginko,  whether  at  the  main 
bank  or  at  the  branches,  it  is  quite  immaterial  whether 
the  silver  yen  or  convertible  notes  are  presented.  The 
bank  converts  both  indifferently.  But  the  Japanese  have 
for  years  discarded  the  use  of  metallic  money  except  for 
subsidiary  purposes.  The  coined  yen  piece  is  seldom 
found  in  the  channels  of  trade,  its  place  being  occupied 
by  the  equivalent  convertible  notes,  of  which  an  immense 
number  are  found  in  circulation.  The  habits  of  a  people 
do  not  readily  change  in  the  use  of  money,  especially  when 
economy  and  convenience  are  all  in  favor  of  the  estab- 
lished order  of  things.  If  the  Japanese  people  in  the  past 
few  years  have  not  made  any  demand  on  the  silver  re* 
serves  of  the  treasury  in  exchange  for  convertible  notes, 
they  will  not,  in  all  probability,  desire  to  draw  on  the 
gold  reserves.  The  notes  of  the  Nippon  Ginko,  though 
convertible  on  demand,  are  generally  preferred  to  me- 
tallic money,  and  circulate  freely  within  the  empire. 
For  this  reason  it  is  practically  certain  that  not  a  large 
number  of  them  will  be  presented  at  the  bank  for  con- 
version. 

The  measures  taken  by  the  government  to  insure  a 
sufficient  reserve  of  gold  to  meet  any  possible  demands 
have  been  ample.  Early  in  March  the  amount  of  gold 
coin  and  bullion  f  held  by  the  Nippon  Ginko  was  some- 

*Th6  bank  u  peimitted  to  inoreaoe  its  iaanes  beyond  the  legal  limit  by 
paying  to  the  govemment  a  tax  of  7  per  cent,  (formerly  5  per  cent.)  on  the 
excess. 

t  The  Nippon  Ginko,  though  agreeing  to  pay  its  notes  in  silyer  nntil  re- 
cently, has  always  kept  a  large  amount  of  gold  in  its  metallic  reserves.  This 
was  probably  held  as  a  kind  of  war  treasure,  in  imitation  of  European  goyem- 
ments. 
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what  above  86,000,000  yen.  As  soon  as  the  new  coinage 
law  was  promulgated,  the  government  began  to  import 
gold,  and  by  October  1  had  accumulated  80,000,000  yen, 
of  which  over  40,000,000  have  been  coined  This  entire 
sum  has  been  drawn  from  the  Chinese  indemnity  paid  in 
London,  and  most  of  it  lodged  in  the  Nippon  Ginko. 
With  a  gold  reserve  of  over  100,000,000  yen,  it  is  evident 
that  the  financial  measures  of  the  government  to  insure 
the  success  of  the  new  standard  have  been  adequate,  and 
more  than  adequate.  The  whole  process  has  been  carried 
through  with  extraordinary  ease  and  certainty.  In  busi- 
ness circles  there  has  been  heard  scarcely  a  doubt  as  to 
the  ability  of  the  government  to  redeem  its  promises. 
A  proof  of  this  is  the  small  demand  made  at  the  main 
bank  and  its  branches  for  gold  in  exchange  for  silver  yen 
and  convertible  notes.  On  October  1,  when,  according 
to  the  terms  of  the  new  act,  the  Nippon  Ginko  agreed  to 
pay  gold  on  demand,  the  amount  called  for  was  942,665 
yen  in  the  whole  of  Japan.  On  October  2  this  amount 
had  declined  to  68,680  yen.  These  figures  do  not  show 
any  formidable  desire  for  gold.  Probably  the  larger 
figure  of  the  first  day  arose  more  from  a  feeling  of  curios- 
ity to  see  a  new  coin  than  from  any  want  of  faith  in  the 
new  standard.  The  total  aggregate  demand  from  October 
1  to  November  6  was :  — 

8Uv0rTmL  OmHmrtlbU  NoU9.  TotaL 

1,505,521  3,680,745  5,186,266 

The  difficulties  that  Japan  will  encounter  from  the 
establishment  of  the  new  standard  are  not  so  much  mone- 
tary as  economic.  The  measures  that  the  government 
has  taken  to  secure  the  new  standard  against  all  possible 
contingencies  have  been  too  thorough  to  permit  of  failure. 
Nor  has  this  part  of  the  problem  been  very  difficult. 
Japan  has  an  abundant  reserve  in  gold  derived  from  the 
Chinese  indemnity  fund,  and,  besides,  a  thoroughly  organ- 
ized banking  system,  trusted  by  all  classes  and  interests. 
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Under  these  circumstances  it  was  hardly  possible  that  the 
gold  standard  should  not  be  successfully  established* 
From  another  point  of  view  the  question  is  more  difficult, 
and  will  take  longer  to  decide.  The  industrial  and  com- 
mercial interests  of  Japan  have  so  far  prospered  wonder- 
fully under  a  standard  common  to  all  the  countries  of  the 
extreme  Orient.  Now  that  the  link  that  in  a  monetary 
sense  bound  her  to  these  nations  is  broken,  will  she  con- 
tinue to  hold  the  pre-eminence  she  has  gained?  Fortu- 
nately for  Japan,  her  neighbors  have,  so  far,  not  displayed 
the  same  aptitude  for  mi^tlSnical  progress  that  she  has 
shown.  They  have  not  the  keen  ambition  and  organ- 
izing ability  of  the  Japanese.  If,  in  spite  of  her  advan- 
tages, natural  and  acquired,  Japan  does  not  obtain  the 
same  measure  of  prosperity  in  the  future  that  she  has 
won  in  the  past ;  if  her  people  find  it  impossible  to  retain 
the  markets  of  the  East  in  the  face  of  other  competitors ; 
if  they  experience  depression  and  disaster  where  they 
expected  reasonable  success, —  we  may  fairly  conclude  that 
the  gold  standard  has  in  it  an  inherent  defect.  To  test  it, 
the  lapse  of  time  is  necessary.  It  will  be  far  easier  for 
Japan  to  submit  to  a  general  reduction  of  prices  than  for 
the  countries  of  Europe  or  America,  simply  because,  so 
far,  she  has  been  free  from  any  tendency  of  this  kind.  At 
the  end  of  a  period  of  twenty  years  she  has  a  unit  of  value 
of  only  one-half  the  weight  that  she  had  at  the  beginning 
of  this  period.  Whether  this  depreciation  of  weight  has 
proceeded  hand  in  hand  with  the  increase  of  general 
prices,  or  whether  the  unit  of  value  has  preserved  its  pur- 
chasing power  during  this  period,  is  not  now  the  question. 
In  any  case,  Japan  can  hold  her  own  against  foreigner 
competitors  better  than  those  who,  from  whatever  cause, 
have  already  experienced  a  fall  of  prices. 

From  this  point  of  view,  whether  Japan  will  gain  or 
lose  ultimately  will  depend  to  a  certain  extent  on  the 
relation  of  silver  and  gold  to  each  other.    At  no  time  has 


Digitized  by 


Googk 


MONETARY  CBANGES  IN  JAPAN  186 

the  gold  value  of  silver  fallen  so  low  as  since  the  de- 
monetization legislation  of  Japan.  If  it  is  true  that  the 
supply  of  gold  is  not  sufificient  for  the  demand, — a  de- 
mand almost  coextensive  with  the  commercial  world 
(omitting  China  and  Mexico), —  then  it  is  probable  that 
a  wider  divergence  of  value  between  the  two  metals  will 
soon  make  its  appearance.  Silver,  in  terms  of  gold,  will 
under  these  circumstances  still  further  depreciate.  Situ- 
ated as  Japan  is,  in  the  neighborhood  of  silver-using 
countries,  this  divergence  can  hardly  fail  to  do  harm  to 
her  industrial  interests.  She  will  experience  more  and 
more  diflSculty  in  retaining  her  trade  with  them,  espe- 
cially in  commodities  which  she  produces  in  competition 
with  other  countries.  If,  on  the  contrary,  silver  does 
not  depreciate  further  in  terms  of  gold,  Japan  will  be 
practically  in  the  same  situation  vis-d-vis  silver  countries 
as  before  the  gold  standard  was  established.  The  whole 
experiment  can  hardly  fail  to  be  a  useful  lesson  to  the 
world. 

Gabbett  Dbofpbbs. 
Tokyo,  Japan. 
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THE  COAL  MINERS'  STRIKE  OF  1897. 

The  great  coal  miDers'  strike  of  1897  in  the  bituminous  dis- 
tricts of  the  United  States  began  on  July  4,  and  extended 
through  all  or  the  greater  parts  of  the  States  of  Pennsylyania, 
West  Virginia,  Ohio,  Indiana,  and  Illinois.  The  mines  of 
these  States  yield  over  70  per  cent,  of  the  country's  total 
product  of  bituminous  coal,  and  employ  nearly  70  per  cent, 
of  the  total  number  of  employees  engaged   in  bituminous 


mmes. 


• 


The  causes  which  led  up  to  the  strike  were  various ;  but  at 
bottom  it  was  due  to  one, —  the  constant  reduction  in  wages 
through  several  years,  which  had  brought  the  miners  and  their 
families  to  the  verge  of  starvation.  The  object  of  the  strike, 
aside  from  protests  against  local  grievances,  was  to  advance 
wages  so  that  ^^  at  least  the  necessaries  of  life  might  be  pro- 
cured." t 

At  the  annual  convention  of  the  United  Mine  Workers, 
held  in  Columbus,  Ohio,  January  12-16,  1897,  after  a  careful 
discussion  of  the  deplorable  conditions  prevailing  in  the  vari- 
ous mining  districts,  it  was  agreed  that  the  scale  of  prices 
paid  for  mining  should  be  advanced  to  the  following  rates :  t — 

Pennsylvania,  Pittsburg  district 69  cents  per  ton 

Ohio 60     "       "    «• 

Indiana  (bituminous  mines) 60     "       "    " 

Southern  Illinois 65     "       "    " 

Northern  Illinois,  the  same  as  in  1804,  average  about  .80^''      ''    ** 

These  were  to  be  the  prices  for  pick  (hand)  mining.  Ma- 
chine mining  was  to  be  paid  three-fifths  the  price  paid 
per  ton  for  pick  mining  in  the  respective  districts,  except  in 
Indiana,  where  the  price  was  to  be  four-fifths.     The  time  of 

•See  MUural  JZosouroM  qf  ths  UnUmi  Statet:  Coal  (188e)»  pp.  19,  SI;  Part  V. 
of  the  BiffhteerOh  Jnnual  Report  of  the  United  States  Geological  Survey, 

1 8«e  United  Mine  Worker^  Journal,  July  8, 188T.  This  Is  the  official  organ 
of  the  Qnited  Mine  Workers  of  America^ 

tMine  Workers'  Journal,  Jaly  1, 1897. 
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the  inauguration  of  a  strike  to  enforce  these  demands  was  left 
to  the  discretion  of  the  National  Executive  Board  and  district 
presidents  of  the  United  Mine  Workers,  who  were  instructed 
at  the  national  convention  to  meet  later  in  Columbus,  Ohio, 
and  decide  when,  in  their  judgment^  the  time  had  become 
opportune.  Accordingly,  these  representatives  of  the  miners 
met  ip  Columbus,  June  24-26,  and  set  July  4  as  the  day  on 
which  work  should  be  suspended.  It  was  maintained  that  the 
time  for  the  struggle  was  opportune,  because  business  was 
reviving,  and  there  was  an  apparent  upward  tendency  in  the 
prices  of  all  commodities ;  the  miner  could  and  should  secure 
a  share  of  the  gains  from  improving  conditions.* 

To  understand  what  the  advanced  scale  of  prices  demanded 
by  the  miners  meant,  it  is  necessary  to  know  what  the  prices 
paid  for  mining  were  before  the  strike,  and  what  the  annual 
earnings  and  the  condition  of  the  miners  really  were.  In  the 
great  mining  district  of  Western  Pennsylvania,  commonly 
known  as  the  Pittsburg  district,  which  produces  50,000,000 
tons  of  bituminous  coal  annually  and  employs  over  70,000 
men  and  boys^f  the  price  paid  for  mining  in  1803  was,  for 
thin  vein,  79  cents  per  ton ;  and,  for  thick  vein,  65  scents  per 
ton.  In  1897  the  price  paid  was,  for  thin  vein,  47  to  54  cents 
per  ton ;  for  thick  vein,  28  to  80  cents  per  ton.J  The  reduc- 
tion in  four  years  was  over  40  per  cent. 

The  condition  of  the  miners  and  their  families  in  this  dis- 
trict was  wretched.  A  large  majority  of  the  men  employed 
are  foreigners,  who  can  neither  speak  nor  understand  the  Eng- 
lish language,  and  whose  standard  of  living  is  far  below  that  of 
the  English  or  American  workman.  In  his  testimony  before 
a  special  committee,§  appointed  by  the  legislature  of  Pennsyl- 

•  Mine  Worker^  Journal,  July  1, 1887. 

t  Mineral  Beeoureea  (1886),  pp.  17, 18. 

X  Mr.  M.  D.  Ratchf  ord,  president  of  the  United  Mine  Workers  of  America,  in 
tbe  Mine  Worker*^  Journal^  Joly  2S,  1887,  p.  1.  Bee  also  an  address  by  Mr.  John 
McBride,  printed  in  the  Proeeedingt  cf  the  Sixth  Annual  Convention  of  the 
United  Mine  WorkertqfAmeriea^  held  at  Colnmbos,  Ohio,  February  11-18,  1886, 
PP.»-6. 

{This  oommittee  consisted  of  flye  members,  three  from  the  House  of  Kepre- 
sentatiYcs,  appointed  by  the  Speaker  ;  and  two  from  the  Senate,  appointed  by 
the  President  pro  tempore.  See  LdffielaUve  Jtecord  of  Pennsylyania,  No.  806, 
p.  S886,  June  7, 1807. 
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yania  early  in  the  present  year,  to  investigate  the  condition  of 
the  miners  of  the  Pittsburg  district,  President  Ratchford  said 
that  in  three  places  in  that  district  —  Eureka,  Smithton,  and 
Banning — 80  per  cent,  of  the  miners  had  no  knowledge  of 
our  language.  They  live,  he  says,  ^'  like  sheep  in  the  sham- 
bles."* And  the  committee  in  its  report  to  the  legislature 
says:  <<60  per  centum  and  more  of  the  miners  in  the  district 
have  been  drawn  from  the  lowest  ranks  of  the  laboring  classes 
of  the  Old  World ;  and  they  came  here  without  any  knowledge 
whatever  of  our  government,  its  institutions,  or  its  people. 
.  •  .  Your  committee  found  the  homes  or  abodes  of  the 
miners  at  many  of  the  mines  in  a  very  filthy  and  untenantable 
condition,  the  miners  being  herded  together  like  cattle  and  in 
many  places  wallowing  in  their  own  filth,  breeding  disease,  and 
affecting  not  only  their  own  health,  but  that  of  the  community 
in  which  they  live.  .  .  .  The  small  percentage  of  American 
and  English-speaking  laborers  who  find  employment  in  the 
mines,  as  a  general  rule,  are  an  intelligent,  industrious,  and 
frugal  class."  According  to  figures  given  by  the  committee, 
the  average  gross  earnings  of  the  miners  in  this  district  at  the 
time  of  the  investigation  (April  and  May)  were  not  over  $3.50 
to  $4  per  man  per  week.  These  conditions  were  made 
worse  by  the  fact  that  the  miners  were  compelled  to  deal  in 
"  company  stores,"  where  excessive  prices  were  charged,  and 
to  live  in  company  houses  at  excessive  rents.  The  testimony 
given  before  the  committee  showed  that  houses  costing  $50 
were  let  to  the  miners  at  $2  or  $2.50  per  month,  houses  cost- 
ing from  $200  to  $400  were  let  at  from  $5  to  $7  per  month. 
Thus  it  became  extremely  diflScult  for  the  miner  to  make  a 
liviug,  and  the  constant  tendency  was  to  keep  him  in  debt. 
"  The  condition  of  the  miner  generally,"  says  the  committee, 
"  is  bad,  is  one  of  chronic  debt,  complaint,  and  poverty,  and 
one  that  enables  his  employer,  in  most  cases,  to  keep  him  in 
such  condition."  f 

What  was  true  of  Pennsylvania  was  true,  as  to  wages,  of 
Ohio,  Indiana,  and  Illinois ;  and  it  was  largely  trae  in  respect 
to  the  character  of  the  population,  especially  in  Illinois.  In 
Ohio  and  Indiana  in  the  last  four  years  preceding  the  strike 

•Mine  Workers*  Jowfialf  March  6, 1887.       t  LeffMaUve  Record,  pp.  888fi,  2386. 
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the  price  per  ton  for  mining  fell  from  70  and  75  cents  respec- 
tiyelj  to  51  cents  in  both  States,  with  a  still  further  reduction 
contemplated  in  Ohio  to  45  cents  per  ton.*  In  the  great 
Hocking  Valley  district  in  Ohio,  which  produces  over  one- 
third  of  the  coal  produced  in  the  State,  during  a  period  of 
eight  months,  from  October  1,  1896,  to  June  1, 1897,  the  total 
average  gross  earnings  in  one  of  the  largest  mines  were  $60 
per  man,  or  $7.50  per  man  per  month.  From  these  earnings 
must  be  deducted  the  cost  of  mine  supplies,  such  as  tool- 
sharpening  and  power ;  and  only  the  remainder  is  left  to  the 
miner  for  house  rent,  coal,  and  food,  not  to  mention  any  com- 
forts. At  another  mine  in  the  same  district,  according  to 
President  Ratchford,  as  shown  by  the  written  statement  of 
the  coal  company  (for  which,  however,  no  dates  are  given), 
the  aggregate  gross  earnings  of  thirty-nine  men  for  two  weeks' 
labor  were  $223.98,  or  an  average  of  $2.87  per  man  per  week.t 
These  figures,  no  doubt,  do  not  represent  the  general  range 
of  earnings  for  the  State,  which  would  be  somewhat  higher ; 
yet  they  serve  to  show  the  extremes  reached  in  some  of  the 
worst  places.  According  to  Mr.  R.  M.  Haseltine,  chief  in- 
spector of  mines  in  Ohio,  the  average  gross  earnings  per  man 
for  1895  were  $221.95,  or  $18.48  per  month  per  man.f  The 
average  gross  earnings  per  man  for  1896  were  $221.55,  or 
$18.46  per  man  per  month.§  But  the  figures  for  1896,  it 
should  be  said,  represent  the  average  for  1,425  less  men  than 
were  engaged  in  pick  mining  in  1895,  there  being  a  propor- 
tionate increase  in  the  number  of  machine  miners.  These 
averages  tell  their  own  story.  Farther  reductions  were  made 
in  the  price  of  mining  in  1897  from  that  which  had  been  ob- 
tained in  1896,  and  the  miners  and  their  families  must  have 
been  reduced  to  a  condition  of  great  destitution. 

Practically  the  same  conditions  prevailed  in  Illinois.  In 
that  State  the  production  of  coal  increased,  in  the  three  years 
following  189^  from  17,113,090  tons  to  19,786,000  tons. 
The  increase  m  1896  over  1895  was  over  2,000,000  tons.    But 

•  President  Ratebf ord  in  Mins  Workers*  Journal^  Jaly  22, 1897.  t  HHd. 

t  Twenty-JirU  Annual  Iteport  (1895),  p.  26.  Theie  figures  are  for  pick  mining. 
The  annual  earnings  for  machine  mining  are  somewhat  higher. 

(  Tw€fUy-9€eond  Annual  Report  (1896). 


Digitized  by 


Googk 


190  QUABTERLT  JOURNAL  OF  ECONOMICS 

this  increase  in  tonnage  was  accompanied  by  a  corresponding 
decrease  in  the  selling  price  of  coal ;  and,  moreover,  the  year 
1895  presented  the  anomaly  that  the  wages  of  the  miners  fell 
even  more  rapidly  than  the  market  price  of  coal.  The  Illinois 
Bureau  of  Labor  Statistics,  after  noting  the  increase  of  ton- 
nage and  the  fall  in  prices  in  that  year,  makes  the  following 
comment:  ^'Upon  whom  this  loss  fell  is  shown  by  the  fact 
that,  while  the  operatives  received  an  average  of  7.76  cents 
less  per  ton  for  the  coal,  the  miners  were  paid  an  average  of 
9.81  cents  less  per  ton  for  mining  it."  *  Mr.  Ryan,  State  sec- 
retary-treasurer of  the  United  Mine  Workers,  estimated  the 
actual  earnings  of  each  miner  per  month  at  about  |12.t  For 
Northern  Illinois,  and  for  the  period  immediately  preceding 
the  strike,  this  figure  states  the  simple  truth.  During  the  past 
summer  I  made  a  personal  investigation,  from  the  books,  of 
the  earnings  of  miners  in  the  employment  of  one  of  the  old- 
est coal  companies  in  the  northern  part  of  the  State.  I 
foimd  that  for  five  months  before  the  strike  the  average  gross 
earnings  of  229  miners  were  112.95  per  man  per  month.  The 
average  earnings  for  the  State  as  a  whole  would  probably 
be  somewhat  greater.  In  1896  the  average  gross  earnings  for 
the  year  were  1318.65  per  man,  or  about  126.50  per  man  per 
month.}  But  during  the  six  months  of  1897  immediately  pre- 
ceding the  strike  there  were  great  reductions  in  the  price  paid 
for  mining  throughout  the  State,  while  the  average  number 
of  days  worked  per  week  was  considerably  less  than  in  1896. 
These  two  changes,  taken  together,  would  greatly  reduce  the 

^F^^teenth  Awwtal  Report :  CtxU,  p.  21. 

t  In  an  open  letter  to  United  States  Senator  Vuon  of  nilnols,  Mr.  Ryan  said 
CI  qaote  from  the  original  manoBcript  letter) :  *'  We  have  been  forced  to  accept 
reduction  after  reduction  in  the  price  of  mining,  until  the  price  now  paid  is  so 
low  that  miners  cannot  earn  more  than  an  average  of  76  cents  per  day,  while  the 
mines  do  not  run  more  than  half-time.  But  let  us  suppose  the  average  wage 
to  be  91  per  day.  At  three  days  per  week,  the  miner's  wages  would  amount  to 
about  912  per  month,  which  is  certainly  not  less  than  a  fair  average.  For  a 
family  of  Ave,  which  is  a  fair  average  number  of  a  miner's  f amUy,  we  find  that 
the  good  housewife  must  for  912  provide  450  meals  in  a  month,  or,  in  other 
words,  she  has  the  magnificent  sum  of  2.66  cents  to  spend  on  each  meal  for  each 
member  of  her  family.  This  is  not  taking  into  account  the  fact  that  people  in 
mining  communities  wear  clothes,  pay  house  rent  and  doctors*  bills,  not  to  men- 
tion many  other  items  of  expense." 

tF^fieefUh  Annual  Report  Bureau  of  Labor  StoHetioB:  Coal  in  lUinoie 
(18»6),  p.  21. 
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general  average  of  wages  earned  in  the  months  of  1897  before 
the  strike,  though  probably  not  to  a  point  quite  so  low  as  is 
indicated  by  the  figures  just  given  for  Northern  Illinois. 

The  nationality  and  standard  of  living  of  a  large  portion  of 
the  miners  of  Illinois  are  much  the  same  as  in  Pennsylvania, 
though  the  non-English  speaking  element  is  not  quite  so  large 
as  in  the  latter  State.  Out  of  266  names  of  miners  taken  at 
random  from  the  pay-roll  of  the  company  already  referred  to, 
I  found  128  to  be  English,  while  143  were  non-English,  chiefly 
Bohemians,  Poles,  and  Italians.  What  is  true  of  Northern 
Illinois  is  fast  becoming  true,  I  was  told  by  the  officials  of  the 
miners,  throughout  the  other  mining  districts  of  the  State. 
More  and  more  the  English-speaking  miner  must  face  the  al- 
ternative of  leaving  the  field  or  suffering  himself  to  be  dragged 
down  to  a  much  lower  standard  of  living  than  that  to  which 
he  has  been  accustomed.* 

Enough  has  been  said  to  show  what  were  the  conditions  of 
the  miners  in  these  districts  previous  to  the  strike.  No  one 
at  all  familiar  with  those  conditions  will  deny  that  the  miners' 
earnings  had  been  reduced  below  the  living  point.  Every- 
where poverty  and  degradation  were  manifest.  When  the 
last  extreme  was  reached,  and  men  were  unable  to  provide 
themselves  and  their  families  with  the  barest  necessaries,  they 
made  common  cause,  and  resolved  that,  if  starve  they  must, 
they  would  starve  in  attempting  to  improve  their  condition. 
President  Ratchford,  of  the  United  Mine  Workers,  in  a  state- 
ment to  the  public  concerning  the  causes  which  brought  on  the 
strike,  thus  put  their  case :  ^*  This  movement  is  nothing  less 
than  a  spontaneous  uprising  of  an  enslaved  people,  who  have 
determined  to  submit  no  longer  to  the  cruel,  heartless,  and  in- 
human conditions  imposed  upon  them  by  unscrupulous  employ- 
ers, and  which  have  reduced  the  miners  and  those  depending 
on  them  to  actual  starvation."  But  he  adds:  *'It  should  be 
said,  in  justice  to  a  large  majority  of  employers,  that  they  are 
not  responsible  for  these  conditions.  They  are  due  to  the 
actions  of  a  few  who  have  cut  prices  far  below  the  demands  of 

•  For  an  excellent  brief  account  of  the  cbangee  that  hare  taken  place  in  the 
character  of  the  mining  population  of  the  United  States  see  pp.  400-463  of  an  ar- 
tlcle  by  Mr.  J.  S.  Williams  |n  Cart&r'B  MarUMy  (Chicago)  for  Noyember,  1897.  See 
also  the  New  York  Evening  Post  for  Jaly  80, 1887,  p.  7. 
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the  market,  thus  demoraliziDg  the  trade  and  cnttiDg  wages  in- 
discrimmately,  until  the  point  is  reached  where  men  can  no 
longer  live  by  their  thrift  and  industry."  *  To  what  extent 
the  conditions  described  are  due  to  the  causes  referred  to  in 
this  last  statement  we  shall  now  consider. 

For  several  years  past  the  market  price  of  bituminous  coal 
has  been  declining,  and  since  1893  the  decline  has  been  very 
rapid.  This  has  been  due  largely,  no  doubt,  to  the  great 
business  depression  which  set  in  at  that  time,  and  from  which 
we  have  not  yet  recovered ;  but  it  is  probably  due  also  to  the 
fact  that  since  1894  there  has  been  a  considerable  and  con- 
tinued increase  in  the  amount  of  bituminous  coal  put  upon  the 
market.  In  1896  there  was  a  total  increase  in  the  United 
States  of  2,522,000  tons  over  the  amount  produced  in  1895. 
At  the  same  time  there  was  a  decrease  of  $888,256  in  the 
value  of  the  total  product,  the  average  price  per  ton  having 
fallen  from  86  to  83  cents.  In  the  States  involved  in  the 
recent  strike  the  fluctuations  in  the  average  prices  per  ton 
paid  for  coal  at  the  mine  during  six  years  have  been  as  fol- 
lows :  t  — 


FwrCmLi^ 

1891. 

ilgt. 

it93. 

i«94. 

«»» 

I8g6. 

from  1881  to  im 

niinolB     .    . 

10.91 

$0.91 

$0.89 

$0.89 

$0.80 

$0.80 

11  + 

Indiana    .    . 

1.03 

1.08 

1.07 

.96 

.91 

.84 

18  + 

Ohio     .    .    . 

.94 

.94 

.92 

.88 

.79 

.79 

16— 

Pennsylvania 

.87 

.84 

.80 

.74 

.72 

.71 

18  + 

West  Virginia 

.80 

.80 

.77 

.76 

.68 

.65 

28— 

For  the  recent  strike  the  figures  of  production  and  price 
are  highly  significant.  They  show  a  steady  decline  in  the 
selling  price  of  bituminous  coal.  A  fall  even  greater  occurred 
in  some  of  the  newer  coal  fields,  such  as  those  of  Alabama  and 
Greorgia.  Thus  in  Alabama  the  price  declined  37  per  cent, 
from  1886  to  1896;  while  in  Georgia,  in  half  that  time,  1891- 
96,  there  was  the  extraordinary  decline  of  53  per  cent.t  Of 
the  five  States  involved  in  the  strike,  Pennsylvania,  Ohio,  and 

•  United  Mine  Worken'  Journal,  July  22, 1887,  p.  1. 

^AfineralRmoureee:  Coal(  1896),  p.  28. 

These  prices  Inolade  the  profits  of  the  mine  opemtor,  but  do  not  Include 
ebarges  for  transportation. 

t/M<f.,PP-  82,88. 
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Indiana  show  a  decrease  in  produotion  in  1896,  while  West 
Virginia  and  Illinois  show  a  great  increase.  In  Pennsylvania 
the  decrease  was  a  little  less  than  700,000  tons.  In  Ohio  it 
was  480,000  tons.  On  the  other  hand,  the  increase  in  West 
Virginia  for  the  same  year  was  about  1,500,000  tons,  while 
that  of  Illinois  was  about  2,000,000  tons.*  These  figures  are 
important  in  considering  the  strike  of  the  past  summer.  The 
coal  fields  of  West  Virginia  have  been  greatly  developed  in 
the  last  few  years.  In  1886  West  Virginia  produced  only 
half  as  much  coal  as  Ohio.  In  1893  her  product  was  more 
than  66  per  cent,  of  that  in  Ohio ;  and  in  1896  it  was  greater.f 
The  product  of  West  Virginia  during  these  years  has  been 
coming  into  closer  and  closer  competition  both  with  Pennsyl- 
vania and  Ohio  coals.  The  grade  of  labor  in  the  mines  of 
West  Virginia  is  the  cheapest,  a  large  proportion  of  the 
miners  being  negroes,  who  are  content  with  the  most  meagre 
wages.  It  is  said  that  in  many  parts  of  West  Virginia  a 
white  miner  takes  a  number  of  places  in  a  mine  under  con- 
tract to  bring  out  the  coal  at  a  certain  stipulated  price  per 
ton,  and  then  hires  negroes  to  mine  the  coal  at  a  mere  pit- 
tance per  day.t  Whether  or  no  as  a  result  of  this  practice, 
which  has  in  it  all  the  evils  of  the  ^'  sweating  system,"  the 
average  cost  of  coal  per  ton  in  that  State  has  been  less  than 
in  any  of  the  other  four  States  engaged  in  the  strike.  In 
1894  an  organization  was  formed  by  the  operators  along  the 
New  and  Kanawha  Rivers,  in  Fayette  and  Kanawha  Counties, 
under  the  name  of  the  Kanawha  and  New  River  Coal  and 
Coke  Company,  for  the  purpose  of  extending  the  market  for 
the  coals  of  this  region,  particularly  in  the  West.f  In  this 
they  have  undoubtedly  been  successful.  It  may  also  be  noted 
here  that  in  West  Virginia  the  strike  leaders  had  the  greatest 
difficulty  in  enlisting  the  miners  in  their  ranks. 

In  Illinois  the  great  increase  in  production  has  been  in 
the  central  and  southern  parts  of  the  State.  There  the  veins 
are  thicker,  and  in  many  places  mining  machines  have  been 
introduced  with  great  success.    In  St.  Clair  County  machines 

•MiiMral  Reaourcea:  Coal  (1896),  p.  28.  Ubid.,  pp.  22, 25, 27,  28. 

t  See  article  by  B.  Askew,  secretary  of  the  Northern  Mineral  Mine  Workers, 
In  MiM  WarkBTB'  Journal,  September  23, 1897. 
$  Mineral  Reoauroea  (18M),  p.  208. 
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are  used  almost  exclusively,  with  the  result  that  in  some  of 
the  mines  coal  was  extracted  in  1896  at  as  low  a  cost  as  25 
cents  per  ton,  or  even  lower.*  In  former  years  these  mines 
found  their  market  principally  in  the  South  and  West.  But 
for  some  years  past  their  product  has  heen  coming  into  the 
Chicago  market  in  direct  competition  with  the  product  of 
mines  from  the  northern  part  of  the  State.  It  is  no  uncom- 
mon thing  to  see  whole  train-loads  of  this  coal  passing  directly 
through  the  Northern  coal  fields  to  the  Chicago  market.  Add 
this  competition  from  Southern  Illinois  and  West  Virginia  to 
the  competition  already  existing  for  some  years  in  Pennsyl- 
vania, Ohio,  and  Indiana,  and  we  have  the  inevitable  result  of 
cut-throat  competition  everywhere. 

For  years,  coal  mines  in  none  of  these  States  have  been  run- 
ning steadily.  Further,  nearly  everywhere  there  are  more 
miners  than  there  are  places  for  them ;  and  the  competition 
for  work  has  become  keen  among  the  workmen  themselves. 
The  Pennsylvania  Legislative  Committee,  in  its  report  on  the 
Pittsburg  district,  says:  ''The  undisputed  testimony  reveals 
the  fact  that  50  per  cent,  of  the  mines  in  the  district,  running 
to  their  full  capacity,  will  at  any  time  supply  the  demand  of 
the  market  in  which  they  find  sale  for  their  product.  ...  It 
is  also  a  patent  fact  that  there  are  at  least  two  miners  en- 
gaged in  the  mining  districts  for  every  one  man's  work." 
A  prominent  operator  in  Northern  Illinois  makes  a  statement 
even  stronger.  He  says :  '*  There  are  twice  or  three  times  as 
many  mines  open  in  the  several  coal-producing  States  as  are 
required  to  fill  the  natural  demand  for  coal.  There  are  em- 
ployed in  these  mines  about  double  the  number  of  men  that 
are  required  to  produce  the  coal  consumed."  f  These  state- 
ments in  regard  to  the  excess  of  mines  and  miners  may  seem 
exaggerated.  Yet,  in  the  main,  they  are  true ;  and  it  is  un- 
disputed that  for  some  years  before  the  business  depression 
set  in,  as  well  as  afterwards,  mines  have  not  been  running 
more  than  half  to  three-quarter  time.} 

•Letter  to  the  present  writer  from  State  Inspector  Thomas  Camming,  dated 
Deeember  6, 1896. 

t  From  a  letter  to  the  present  writer,  dated  November  29, 1807. 

t  The  Blaek  Diamond^  the  official  organ  of  dealers  in  bltaminoiis  coal  In  the 
Middle  West,  under  date  of  March  27, 1887,  says  :  **  Bvidenee  is  aceomolatinc 
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But,  aside  from  the  honeBt  though  frantic  competition  re- 
sulting from  the  conditions  just  described,  a  number  of  opera- 
tors resorted  to  dishonest  methods,  by  which  they  were 
enabled  to  sell  coal  at  lower  rates  than  their  honest  competi- 
tors. Many  such,  especially  in  Pennsylvania,  kept  "  company 
stores "  in  connection  with  their  mines,  at  which  the  miners 
were  forced  to  buy  at  exorbitant  prices.  Not  infrequently  a 
greater  number  were  employed,  generally  men  with  families, 
than  were  really  needed  to  run  the  mines,  in  order  to  increase 
the  sales  of  the  company  stores.  This  practice  alone  gave  the 
dishonest  operator  an  advantage  of  from  5  to  15  cents  a  ton, 
and,  it  is  maintained,  even  as  much  as  20  cents,  over  the 
honest  operator,  who  paid  his  men  cash  and  allowed  them  to 
buy  where  they  pleased.*  Some  used  false  weights,  some  too 
large  screens.  In  most  of  the  mines  in  the  Pittsburg  district 
the  screen  over  which  the  coal  must  pass  before  it  is  weighed 
is  known  as  an  inch  and  a  half  screen.  It  is  usually  five  feet 
in  width  by  twelve  feet  in  length,  and  is  composed  of  flat  iron 

each  week  that  there  must  be  either  a  decrease  In  the  number  of  mines  operated 
in  the  West,  or  miners  must  accept  lower  wagee.  The  operators  who  have  their 
capital  inrested  in  productire  property  are  not  likely  to  go  oat  of  business,  and 
allow  their  mines  to  remain  idle.  On  the  other  hand,  miners  have  the  choice  of 
adopting  some  other  calling  to  make  a  living  or  accepting  less  pay  for  their  work. 
The  introduction  of  mining  machinery  and  the  greatly  increased  number  of 
mines,  together  with  the  fierce  competition,  are  responsible  for  the  present  situa- 
tion in  the  West.  Production  of  coal  is  far  in  advance  of  the  natural  consump- 
tive growth,  and  primarily  is  the  cause  of  the  conditions  which  now  exist  In  the 
soft  coal  trade."    See  also  Mineral  Reaouroet :  Coal  (18M),  p.  28. 

*See  LegieloHve  Record,  Vo.  306,  June  7,  18S»7,  p.  2886.  The  Pennsylvania 
Legislative  Committee,  already  referred  to,  maintains  that  the  advantage  gained 
from  this  dishonest  use  of  the  company  store  amounted  to  "  at  least  20  cents  per 
ton."  But  this  is  probably  an  extreme  statement.  In  the  year  1898-M,  when 
the  abolition  of  the  company  store  system  was  discussed  In  Pennsylvania,  it  was 
agreed  by  miners  and  operators  that  there  should  be  a  differential  of  6  cents 
less  in  the  price  paid  per  ton  for  mining  where  the  company  store  should  be 
abolished  or  where  it  did  not  exist.  When  it  was  found  that  this  did  not  check 
the  evil,  the  differential  was  increased  to  20  cents  per  ton,  with  the  result  that 
for  a  while  company  stores  disappeared.  Later  those  operators  in  whose  favor 
the  differential  had  been  made  advanced  the  price  paid  for  mining  to  the  regular 
rates  which  had  previously  obtained  in  the  Pittsburg  district,  with  the  exception 
of  the  New  York  and  Cleveland  Q-as  Coal  Company.  This  eompany  refused  to 
raise  the  price  to  that  paid  by  other  companies,  the  difference  being  from 
B  to  10  cents,  and  later  as  much  as  16  cents  per  ton.  16  cents  per  ton  would 
probably  represent  the  greatest  advantage  obtained  from  the  abuse  of  the  com- 
pany store  system,  and  the  average  was  probably  considerably  less.  See  Presi- 
dent Ratchford's  testimony  before  the  Pennsylvania  Legislative  Committee,  in 
lAiM  Wwh&r^  Journal,  May  6, 1807.    See  the  Journal  also  for  September  10, 1887. 
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bars  an  inch  and  a  half  in  width,  with  a  space  of  an  inch  and  a 
half  between  them.  Even  with  a  screen  of  this  kind,  much 
coal  passes  through  for  which  the  miner  receives  nothing,  but 
which  the  operator  sells.  But,  when  screens  contain  more 
than  sixty  superficial  square  feet,  with  diamond  instead  of  flat 
bars  and  with  spaces  averaging  two  inches  and  a  half  instead 
of  an  inch  and  a  half,  a  much  larger  amount  of  coal  must  pass 
through.  A  number  of  such  screens  were  found  at  mines  in 
the  Pittsburg  district.*  Whether  the  evils  described  pre- 
vailed to  as  great  an  extent  elsewhere  as  in  the  Pittsburg 
district  matters  but  little.  To-day  the  coal  market  is  prac- 
tically one  for  all  the  States  under  consideration;  and  this, 
especially  under  the  present  conditions  of  the  coal  trade, 
makes  it  possible  for  the  most  unscrupulous  operator  to  drag 
others  to  his  own  level  or  force  them  out  of  business. 

From  aU  these  causes  —  increasing  production  in  face  of 
slack  demand,  and  dishonest  competition  by  unscrupulous 
operators  —  there  was  general  complaint  of  lack  of  profit  for 
the  capital  engaged  in  mining.  Mr.  W.  P.  De  Armitt,  of  the 
New  York  and  Cleveland  Qas  Coal  Company,  whose  mines 
are  in  the  Pittsburg  district,  testified  before  the  Pennsylvania 
Legislative  Committee  that  his  company  in  1896,  on  an  invest- 
ment of  $1,000,000,  made  only  $8,000  profit,  or  less  than  1 
per  cent. ;  this,  too,  when  the  company  had  been  mining  coal 
at  several  cents  less  per  ton  than  competitive  companies  in  the 
same  district.  ''  The  companies,  in  their  anxiety  to  place  their 
tonnage,"  writes  a  prominent  operator  in  Northern  Illinois, 
**  have  forced  the  market,  making  big  reductions  in  price  with 
little  or  no  profit.  It  is  safe  to  say  that  the  companies  are  few 
and  far  between  who  have  succeeded  in  paying  a  dividend  to 
their  stockholders  the  past  two  or  three  years."  t  Under  such 
conditions,  many  operators,  as  well  as  the  miners  themselves, 
welcomed  the  strike  as  the  only  means  of  relief. 

For  some  eight  years,  from  1886  to  the  general  coal  strike 
of  1894,  there  had  been  a  system  of  interstate  agreement,  in 

•  LeffialaHve  Record,  as  abore  (p.  19S).  See  also  Mine  Workers*  Journal,  April 
S9,1897. 

t  From  a  letter  to  the  present  writer,  dated  Norember  29,  1897.  On  the  day 
before  the  strike  began  (July  3,  1897)  the  Blaek  Diamond  said  :   ^Many  oper- 
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which  both  miners  and  operators  had  taken  part.  Represen- 
tatives  of  both,  from  Pennsylvania,  Ohio,  Indiana,  and  Illinois, 
met  in  convention  annually,  and  adopted  jointly  a  scale  of 
prices  for  the  ensuing  year.  By  maintaining  a  differential 
in  prices  paid  for  mining  in  the  various  competitive  fields,  it 
was  thought  that  approximately  uniform  rates  of  wages  and 
profits  would  result.  This,  by  giving  all  an  equal  chance  in 
the  general  market,  would  prevent  one  operator  from  taking 
undue  advantage  of  his  competitors.*  The  system  was  first 
urged  by  the  miners  in  1885.  On  September  12  of  that  year 
the  executive  board  of  the  National  Federation  of  Miners  and 
Mine  Laborers,  in  session  at  Indianapolis,  issued  an  address  to 
mine  operators  of  the  United  States  to  meet  them  ^'  for  the 
purpose  of  adjusting  the  market  and  mining  prices  in  such  a 
way  as  to  avoid  strikes  and  lockouts,  and  to  give  to  each 
party  an  increased  profit  from  the  sale  of  coal."  f  The  result 
was  a  convention  in  Chicago,  October  15, 1885,  at  which  both 
operators  and  miners  were  represented.  A  joint  committee  of 
miners  and  operators  was  appointed  ^'  to  invite  the  co-opera- 
tion of  all  engaged  in  coal  mining  in  America,  and  to  call  a 
meeting  of  operators  and  miners  in  joint  convention  at  Pitts- 
burg on  the  15th  of  December,  1885."  In  response  to  this 
call,  representatives  of  operators  and  miners  met  in  Pittsburg 
at  the  appointed  time ;  and  a  scale  of  prices  for  mining  was 
drafted  for  Pennsylvania,  Ohio,  Indiana,  and  Illinois.  This 
scale  was  afterwards  approved  by  the  First  Annual  Joint  Con- 
ference of  Miners  and  Operators  at  Columbus,  Ohio,  in  Febru- 
ary, 1886,  and  was  known  as  the  Pittsburg  Scale.  The  scale 
was  revised  at  the  second  annual  joint  conference,  also  held  at 
Columbus  in  1887 ;  and  again  at  the  third  annual  joint  confer- 

aton  would  cheerf ally  welcome  a  general  strike,  as  It  would  clean  up  stocks,  and 
might  have  the  effect  of  establishing  a  sensible  and  practical  differential  in  the 
four  principal  mining  States  of  the  Middle  West,  thus  enabling  all  miners  to 
make  fair  liTlng  wages." 

*8ee,  for  example,  the  official  report  of  the  Prooeedinffs  qfthe  Third  Annual 
Joint  Convention  <tf  Minon  and  Operators,  held  at  Pittsbarg,  Febraary  7-9, 1888, 
especially  pp.  67-81. 

t  For  a  history  of  these  agreements  see  the  report  on  the  coal  miners'  strike 
and  lock-out  in  Northern  Illinois,  by  Messrs.  J.  M.  Gould  and  F.  U.  Wines, 
special  commissioners  appointed  by  the  governor  In  Augoat,  1889,  quoted  in  Mr. 
Henry  D.  Lloyd's  A  Strike  of  MiUUmairoe  agoAntt  MinerB,  p.  202. 
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ence,  held  at  Pittsburg  in  1888.  Peace  was  maintained  dur- 
ing these  three  years  between  the  operators  and  miners 
represented  at  the  conventions.  From  the  beginning,  how- 
ever, the  operators  in  Southern  Illinois  refused  to  enter  the 
organization.  In  1888  those  of  Northern  Illinois  withdrew, 
and  in  1889  the  Indiana  operators  withdrew.  The  withdrawal 
of  the  Illinois  and  Indiana  operators,  and  the  fact  that  the 
Grape  Creek  Coal  Company  (Illinois),  after  agreeing  to  pay 
the  scale  adopted  for  1889,  refused  to  do  so,  greatly  weakened 
the  system.  Besides  the  strike  at  Grape  Creek,  which  lasted 
two  years,  and  ended  with  the  defeat  of  the  miners,  there 
were  also  strikes  and  lockouts  in  Northern  Illinois,  with  some 
minor  difficulties  between  miners  and  operators  in  Ohio.* 
But  there  was  no  general  strike  over  all  the  States  for  eight 
years  after  the  interstate  system  was  established. 

In  1893,  when  the  business  depression  came,  what  was  left 
of  the  system  of  joint  action  disappeared  altogether,  a  number 
of  operators  maintaining  that  they  could  no  longer  abide  by  it. 
The  miners  did  all  in  their  power  to  continue  these  agree- 
ments, in  order  to  avert  a  strike.f  It  was  foreseen  early  in 
1894  that  a  reduction  of  wages  would  be  asked  for  by  the 
operators,  and  the  miners  made  a  last  attempt  to  adjust  differ- 
ences amicably  by  calling  a  convention  of  miners  and  opera- 
tors from  the  various  States,  to  be  held  in  Columbus  in 
January.  But  the  attendance  at  this  convention  on  the  part 
of  the  operators  was  too  small  to  accomplish  anything. t  The 
result  was  that  at  a  national  convention  of  the  United  Mine 
Workers  of  America,  held  in  Columbus,  April  10,  it  waa 
decided  that  a  general  suspension  of  work  should  take  place, 
beginning  April  21,  the  object  being  to  enforce  by  this  means 
a  demand  for  a  restoration  of  mining  prices  to  those  of  1893.§ 
The  struggle  was  one  of  the  most  bitter  in  the  coal  mining 
industry  up  to  that  time.  While  the  operators  refused  to 
attend  a  national  convention  for  the  purpose  of  settling  differ- 

•  See  Proe^edlnfft  of  Eighth  JsmtuU  ConvmUon  tf  tM  Oi^  Minenf  4mal^ 
ffomaUd  Js9oMation,  pp.  4, 6. 

t  Mine  Worker^  Journal,  September  2, 1897. 

X  TMrtemUh  Annual  B^port  oflUinoiB Bureau  cf  Lahor  ataHMAn:  Cbol,  p.  6. 

§  Mineral  Reeouroes :  Coal  (18M),  p.  22. 


Digitized  by 


Googk 


THE  COAL  MINERS'  STRIKE  OF  1897  199 

ences,  they  generally  expressed  a  willingness  to  meet  the 
miners  in  their  respective  districts  for  that  purpose.  This 
was  finally  acceded  to  by  the  miners ;  and,  after  a  struggle  of 
three  months,  a  compromise  was  effected,  with  but  little  gain 
for  the  miners.* 

For  the  next  two  years  the  miners  had  to  treat  with  the 
operators  of  the  various  districts  separately,  with  the  result 
that  the  field  where  the  natural  advantages  were  greatest  and 
the  unions  of  the  miners  weakest  fixed  the  price  of  mining  for 
aU.  At  the  beginning  of  1897  the  last  straw  was  put  on 
the  cameFs  back.  Operators  in  some  of  the  States,  especially 
in  the  Pittsburg  district  and  in  Northern  Illinois,  who  in 
a  measure  had  been  accustomed  to  meet  their  miners  for  local 
adjustments  of  prices,  refused  longer  to  continue  even  these 
relations.  Repeated  attempts  were  made  on  the  part  of  the 
miners,  but  without  avail.  In  the  Pittsburg  district,  confer- 
ence after  conference  was  called  for  adjusting  the  price  for 
mining;  but  to  these  conferences  a  large  majority  of  the 
operators  paid  no  attention.  Not  until  every  attempt  at  a 
peaceful  adjustment  had  failed  was  the  strike  of  1897  deter- 
mined upon.  When  once  it  was  begun,  its  object  was  to  se- 
cure not  merely  local  agreements,  but  an  interstate  agreement 
for  uniform  scales  of  prices,  such  as  had  obtained  from  1886 
to  1894. 

How  far  the  strike  of  1897  accomplished  this  we  shall  now 
see.  In  response  to  the  order  to  strike,  issued  by  the  execu- 
tive board  of  the  United  Mine  Workers  at  the  beginning  of 
July,  work  ceased  in  most  of  the  mines  of  Pennsylvania,  Ohio, 
Indiana,  and  Illinois.  The  notable  exceptions  were  the  mines 
in  Southern  Illinois  and  those  of  one  company,  presently  to  be 
mentioned,  in  the  Pittsburg  district.  West  Virginia  fell  into 
line  later,  but  only  after  the  most  strenuous  efforts  on  the 
part  of  the  strike  leaders.  It  was  attempted,  also,  to  carry 
the  strike  into  Alabama,  Georgia,  Tennessee,  Kentucky,  and 
Iowa ;  but  these  States  responded  but  feebly,  and  at  no  time 
were  of  much  importance  in  the  strike,  except  in  so  far  as  they 
furnished  coal  for  the  markets  of  the  striking  States.    The 

•See  Proo$miinff$o/tkB  Sixth  AnmtalC(mimitUm<tf  the  UniUdM 
tf  Ameriea  (1896),  p.  6 ;  cp.  Mineral  Bnowren:  Coal <18O0).  p.  77. 
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avowed  purpose  of  the  strike  leaders  was,  if  possible,  to  sus- 
pend work  in  all  places  where  bituminons  coal  was  mined,  and 
so  to  create  a  coal  famine,  which  would  raise  the  price  of  coal, 
and  enable  the  operators  to  pay  higher  wages.  One  of  the 
striking  features  of  the  whole  struggle  was  that  from  the 
outset  the  miners  had  the  sympathy  of  a  large  number  of 
operators,  and  of  the  press  and  the  general  public.  The 
JBlctck  Diamond^  the  newspaper  of  the  operators,  expressed 
this  feeling  strongly;  and  equally  strong  expressions  came 
from  other  representatives  of  the  employers.* 

At  the  end  of  the  first  week  of  the  strike,  things  had  taken 
upon  themselves  definite  shape ;  and  the  strike  leaders,  with 
headquarters  at  Columbus,  Ohio,  were  able  to  count  their 
forces  and  define  more  clearly  the  battle  before  them.  It  was 
estimated  that  about  150,000  men  had  laid  down  their  tools. 
That  this  large  number  ceased  work  so  soon  after  the  order  to 
strike  was  given  is  remarkable,  when  it  is  considered  that  less 
than  5  per  cent,  of  the  miners  were  members  of  unions.f 
Their  action  shows  the  conditions  to  have  been  such  that  but 
little  inducement  was  needed  to  bring  the  men  out.  Those 
failing  to  respond  were  the  miners  of  West  Virginia,  the 
miners  of  the  New  York  and  Cleveland  Gas  Coal  Company  in 
the  Pittsburg  district,  and  a  considerable  number  in  Southern 
Illinois.  In  these  districts  the  miners'  unions  were  weakest. 
In  West  Virginia  and  Southern  Illinois  there  was  but  little 
organization  among  the  men.  The  miners  of  the  New  York 
and  Cleveland  Qas  Coal  Company  were  tied  hand  and  foot  by 
an  ^'  iron-clad  "  contract.    They  had  been  compelled,  Novem- 

•The  Black  Diamond  said  on  Angnst  28 :  "  Goal  is  too  cheap  . . .  where  the 
price  obtained  Im  not  BolBcient  to  pay  a  liviDg  price  for  the  labor  employed  In  Its 
production.  .  .  .  Through  sharp  competition,  commodities  are  brought  down, 
down,  down,  wages  following  the  descending  scale,  until,  out  of  sheer  misery, 
and  not  from  any  innate  captiousness,  revolt  in  the  shape  of  a  strike  comes." 
And  again,  on  July  17:  "  The  fact  that  the  strikers  now  have  the  entire  sympathy 
of  the  public,  and  the  moral,  if  tacit,  support  of  the  operators  as  a  whole,  should 
go  far  to  pare  the  way  to  an  early  adjustment  and  basis  for  an  equitable  mining 
scale  for  the  miners  in  the  sereral  States  concerned.*' 

t  Mr.  W.  G.  Pearce,  secretary-treasurer  of  the  United  Mine  Workers,  Informed 
the  present  writer  In  a  letter  of  December  9,  1897,  that,  **  when  the  recent 
strike  began,  we  had  less  than  10,000  members  in  good  standing  in  our  organisa- 
tion." According  to  MinenU  Resaurcea  (1896),  p.  31,  the  total  number  of  men 
employed  in  bituminous  mines  in  the  United  States  in  1898  was  244,171. 
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ber  1,  1896,  to  sign  a  contract  for  one  year  which  prohibited 
their  belonging  to  any  union,  or  from  leaving  the  employment 
of  the  company  without  giving  **  satisfactory  '*  reasons,  under 
penalty  of  forfeiting  all  moneys  due  them  at  the  time  for 
mining  coal.*  The  contract  also  stipulated  that  the  price  to 
be  paid  for  mining  should  be  10  cents  per  ton  less  than  any 
other  price  paid  in  the  Pittsburg  district.  But,  if  in  the  other 
mines  of  the  district  a  strike  should  occur  for  an  increase  in 
wages,  then  the  price  paid  by  this  company  should  be  in- 
creased 10  cents  per  ton  during  such  strike.  The  evident 
purpose  was  to  prevent  the  miners  from  striking  under  any 
circumstances  whatever.  When,  later,  they  dared  to  attend 
meetings  held  by  strike  leaders,  not  being  able  to  give  '*  satis- 
factory "  excuses  for  their  conduct,  they  were  forced  to  forfeit 
the  money  due  them  for  coal  mined.t 

It  soon  became  apparent  that  the  great  battles  of  the  strike 
must  be  fought  in  West  Virginia  and  with  the  New  York  and 

•  The  form  of  coBtimct  Is  printed  in  United  Mine  Warkertl*  Journal,  Septem- 
ber 16. 1897. 

The  New  York  and  CleTeland  Gu  Goal  Company  operates  three  mines,  and 
employs  about  1,200  men.  For  some  years  past  it  has  resorted  to  extraordinary 
methods  in  order  to  hold  its  men  in  sabjection.  A  trustworthy  informant  says 
that  a  few  years  ago,  before  a  miner  could  obtain  employment  at  its  mines,  he 
had  to  allow  the  company  to  build  him  a  house,  and  allow  a  certain  amount  with 
interest  to  be  deducted  regularly  from  his  earnings  to  pay  for  it.  Then  the  com- 
pany  would  present  its  "  iron-clad  "  contract  to  be  signed,  with  its  several  prohi- 
bitions in  regard  to  strikes  and  miners*  unions.  If  the  miner  signed  it,  he  was 
bound  hand  and  foot  for  a  year.  If  he  would  not  sign  it,  but  preferred  to  work 
elsewhere,  he  could  do  so  at  the  exi>ense  of  letting  his  house  stand  raoant,  since 
the  company  would  not  engage  any  one  who  rented  it,  and  none  but  a  miner  would 
wish  to  rent  it.  The  same  informant  says  that  these  contracts  are  presented  to 
each  of  the  three  sets  of  miners  in  the  three  mines  in  turn.  If  the  first  set 
refused  to  sign,  those  in  the  other  two  mines  are  kept  working  until  the  first  sub- 
mit. In  the  same  way  the  others  are  compelled  to  submit  The  miners  are 
mainly  ItaUans,  Bohemians,  and  Slavs,  with  a  few  Germans  and  Freneh. 

t  So  stated  in  a  personal  letter  from  a  leading  official  of  the  miners  in  the 
Pittsburg  district.  At  the  close  of  the  strike  the  company  offered  to  pay  all 
moneys  forfeited  to  those  who  would  return  to  work,  besides  offering  in  some 
cases  to  pay  a  dollar  a  day  for  each  day  the  miners  were  on  strike.  A  large 
number  returned  to  work  on  these  conditions.  Many  of  the  men  succeeded  in 
finding  work  elsewhere,  where  union  prices  are  now  being  paid.  In  December, 
1887,  about  400  men  were  still  on  strike,  being  supported  by  contributions 
from  other  miners  in  the  State  who  are  at  work.  A  number  of  those  who  did  not 
return  to  work  have  entered  suits  against  the  company  to  recover  their  wages. 

The  explanation  of  the  inducements  offered  the  men  to  return  to  work  is  that 
the  price  paid  for  mining  In  these  mines  remained  (December,  1887)  11  cents  below 
that  paid  elsewhere  in  the  district. 
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Cleveland  Gas  Coal  Company.  With  these  mines  supplying 
the  market,  the  fight  elsewhere  would  be  useless.  Accord- 
ingly,  organizers  were  sent  into  those  fields  to  persuade  the 
miners  still  working  to  make  common  cause  with  the  strikers. 
In  the  Pittsburg  district,  large  numbers  of  men  were  soon 
marching  to  the  vicinity  of  the  mines  of  the  Gas  Coal  Com- 
pany,  where  they  formed  several  camps,  christened  ''Camp 
Determination,"  "Camp  Despair,"  "Camp  Desolation,"  and 
the  like.  Here  mass  meetings  were  held,  and  the  miners  still 
working  were  importuned  in  every  possible  way  to  join  the 
ranks  of  the  strikers.  This  was  at  the  be^nning  of  August. 
By  August  5  their  efforts  were  successful,  and  nearly  all  the 
1,200  miners  quit  work.*  Attempts  were  made  later  to  oper- 
ate the  mines  with  other  laborers,  but  with  little  success.  The 
camps  remained  for  some  time  longer,  keeping  up  a  vigilant 
watch  lest  the  miners  should  be  persaaded  to  return  to  work. 
To  meet  this  move,  the  company  secured  an  injunction  against 
the  officers  of  the  United  Mine  Workers,  on  the  ground  that 
through  them  its  property  was  endangered  by  the  gathering 
of  large  crowds  in  the  vicinity  of  the  mines.  This  injunction 
had  no  immediate  effect ;  but  later  the  camps  were  broken  up, 
and  the  strikers  forced  to  disperse.f  Great  precautions  were 
taken  by  the  strikers  against  any  outbreak.  In  some  in- 
stances the  strike  leaders  were  arrested,  but  at  once  gave  bail, 
and  were  free  again.  Governor  Hasting,  of  Pennsylvania, 
fearing  riot,  had  the  militia  in  constant  readiness.  But  noth- 
ing serious  happened :  no  blood  was  shed,  and  no  lives  were 
lost.} 

On  July  27  an  important  conference  was  held  at  Wheeling, 
West  Virginia.    By  request  of  President  Ratchford,  of  the 

•Chicago  Beeord,  August  S,  1897. 

t  For  the  text  of  the  Injunotioii  see  UnUtd  Jtfln*  Workers'  Joumml,  Septem- 
ber 16, 1897. 

t  The  fatal  confllot  betiveen  Bheriil  Martin  and  striking  miners  near  Hazel- 
ton,  Pennsylvania,  September  10,  1897,  in  which  twenty  miners  were  killed  and 
sereral  wounded,  had  nothing  whatever  to  do  with  the  strike  in  the  bituminous 
coal  fields.  It  was  connected  with  an  independent  strike  of  anthracite  coal 
miners  in  the  Haselton  district.  ThelBkusk  Diamond  of  September  18  (when  a 
settlement  had  been  reached)  speaks  of  the  strike  in  the  bituminous  fields  as  one 
**not  the  least  notable  feature  of  which  was  the  marked  absence  of  riot  and 
bloodshed.** 
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United  Mine  Workers,  President  Gompers,  of  the  American 
Federation  of  Labor,  issued  a  call  to  the  various  national  trade 
unions  of  the  country  to  send  representatives  to  Wheeling  to 
discuss  ways  and  means  of  assisting  the  miners  in  their 
struggle.*  About  thirty  representatives  of  nearly  as  many 
different  trades  responded.  The  result  of  the  conference  was 
that  a  large  number  of  organizers  was  sent  into  the  various 
mining  districts  of  the  State  to  urge  the  miners  to  quit  work. 
Very  soon,  however,  attempts  were  made  to  restrain  these 
organizers,  by  injunctions  from  the  courts,  from  holding 
meetings  in  the  vicinity  of  mines.  An  injunction  by  Judge 
Mason,  of  the  Marion  County  Circuit  Court,  was  issued  the 
day  before  the  Wheeling  Conference,  the  persons  restrained 
being  E.  V*.  Debs,  Ratchford,  and  about  thirty  others.t 
Nevertheless,  these  men  continued  for  some  time  to  hold 
meetings.  Later,  August  17,  Judge  Jackson  issued  another 
injunction  against  these  same  organizers,  a  violation  of  which 
brought  about  the  arrest  of  about  two  hundred  miners  and 
organizers.  Twenty-seven  of  the  leaders  were  placed  in  jail, 
while  the  others  were  given  their  liberty.  At  this  juncture 
an  appeal  was  made  to  the  governor  of  the  State,  demanding 
the  constitutional  right  of  public  assembly  and  free  speech. 
On  August  8  Governor  Atkinson  sent  a  reply  to  the  committee 
that  had  waited  on  him,  in  which  he  said,  <^So  long  as  the 
workingmen  of  this  State  conduct  their  cause  in  a  lawful  and 
peaceful  manner,  it  will  be  my  duty,  as  it  will  be  my  pleasure, 
to  protect  them ;  but,  if  they  should,  in  an  ill-advised  hour, 
violate  the  law  by  interfering  with  the  rights  or  property  of 
others,  it  will  be  my  sworn  duty  to  repress  energetically  and 
speedily  all  lawlessness."  t  Whether  or  no  as  the  result  of 
this  explicit  statement,  we  hear  thenceforth  but  little  of 
injunctions  and  arrests.  It  is  also  due  the  miners  to  say  that 
their  leaders  and  officers,  from  the  beginning  to  the  close  of 
the  strike,  both  in  public  speeches  and  by  bulletins  and 
circulars  sent  out  to  the  men  at  various  times,  urged  the  men 
to  be  law-abiding  and  peaceable. 

•Bee  UniUdMiM  Wcrktm'  Journal,  July  29,  1897;  and  the  Chicago  Jourtial, 
Jal720,1897. 

t  United  Mine  Worker^  Jcumalt  Aagost  6, 1897. 

t  See  American  FederoHaniet,  September,  1897,  pp.  1M»  166. 
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Early  in  the  iitrike  there  had  been  some  attempts  on  the 
part  of  a  few  operators  to  formulate  a  scheme  of  what  they 
called  "true  uniformity."  Nothing,  however,  -was  accom- 
plished until  July  1.  At  that  time  a  conference  was  held  in 
Pittsburg,  composed  of  a  number  of  operators  from  the  Pitts- 
burg district  and  of  the  Labor  Commissioners  from  Ohio, 
Indiana,  and  Illinois.  At  that  conference  a  ^*  uniformity " 
scheme  was  formulated.  It  provided  for  cash  payments  and 
the  abolition  of  company  stores;  2,000  pounds  to  the  ton, 
and  miners  to  be  credited  with  the  full  amount  of  coal  con- 
tained in  the  pit-car  or  wagon ;  check-weighman  at  the  tipple ; 
semi-monthly  payments ;  uniform  prices  for  pick  mining  in  the 
thin  and  thick  vein  districts,  and  screens  not  exceeding  one- 
half  inch  in  aperture.  A  penalty  for  violations  was  provided 
of  10  cents  per  ton  on  the  total  amount  of  coal  mined,  to  be 
paid  to  the  other  operators  in  proportion  to  the  total  amount 
of  coal  produced  by  them  during  the  year.  At  conferences 
called  to  settle  disputes  between  operators  and  miners  no 
miners  were  to  act  as  representatives  unless  they  worked  in 
the  mines  of  subscribers  to  the  agreement.  But  the  agree- 
ment was  not  to  become  effective  unless  signed  by  95  per 
cent,  of  the  operators  on  or  before  January  1,  1898.  The 
operators  further  wished  it  to  be  distinctly  understood  that 
this  agreement  had  nothing  to  do  whatever  with  the  strike 
of  the  summer.*  The  plan,  it  should  be  noted,  differed  essen- 
tially from  that  of  interstate  agreement,  which  had  existed 
from  1886  to  1894,  in  that  it  applied  only  to  the  Pittsburg 
district.  Whether  this  attempt  on  the  part  of  the  Pittsburg 
operators  to  bring  about  uniform  prices  and  regulations  for 
mining  in  their  district  will  prove  successful  remains  to  be 
seen.  Similar  attempts  of  this  sort  have  been  made  before, 
but  with  no  success,  as  it  is  extremely  difficult  to  secure  the> 
consent  of  95  per  cent,  of  the  operators.f 

•  See  Mine  Workers*  Journal,  Aagof  1 6, 1897. 

t  In  Deoember,  1895,  MTeral  meetiiiffe  of  operators  and  mlnen  in  the  Pitte- 
bnri;  district  took  place,  tbe  object  of  which  was  to  secure  uniformity  of  prices 
and  regulations  for  mining.  It  was  decided  that,  if  96  per  cent,  of  the  operators 
of  the  district  would  agree  to  it,  uniformity  should  be  established.  A  committee 
of  ten  was  appointed,  who  consulted  with  the  different  operators.  After  the 
ground  had  been  gone  over,  they  reported  that  about  92  x>er  cent,  of  the  operators 
had  consented  to  the  agreement.    Mr.  De  Armitt,  however,  was  not  satisfied 
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The  success  of  the  miners  in  enlisting  in  their  ranks  the 
miners  of  the  New  York  and  Cleyeland  Qas  Coal  Company 
and  a  large  number  of  those  in  West  Virginia  had  a  decided 
effect  on  some  of  the  operators,  especially  those  of  the  Pitts- 
burg district.  The  result  was  that  a  conference  of  mine 
operators  and  representatives  of  the  miners  was  called  in 
Pittsburg,  August  23,  which  lasted  two  days,  and  at  which 
were  present  a  number  of  operators  who  had  maintained  up 
to  that  time  that  they  had  nothing  to  discuss.*  This  confer- 
ence accomplished  nothing;  but  it  served  to  define  more 
clearly  the  position  of  the  operators  and  the  miners. 

The  operators  were  willing  to  submit  the  dispute  to  arbitra- 
tion, but  their  plan  was  for  each  State  to  settle  its  own 
troubles.  They  also  submitted  a  compromise  scale  of  prices 
pending  arbitration.  In  regard  to  arbitration  and  prices  they 
made  successively  the  following  four  propositions,  each  of 
which  in  turn  the  miners  rejected:  — 

1.  To  start  the  mines  (Pittsburg  district)  at  54  cents  a  ton, 
and  let  the  award  of  .the  arbitrators  apply  to  all  the  coal 
mined  from  the  time  of  starting. 

2.  To  start  the  mines  at  61^  cents  a  ton,  with  other  condi- 
tions as  in  the  first  proposition. 

8.  To  start  without  naming  a  price,  requiring  the  board  of 
arbitrators  to  report  within  thirty  days  their  award,  which 
was  then  to  apply  to  all  the  coal  mined. 

4.  To  proceed  to  an  arbitration  without  starting  the  mines, 
requiring  that  the  arbitrators  shall  make  an  award  within  ten 
days  or  thirty  days,  as  the  miners  should  desire. 

with  this  report,  and  sent  out  hlB  own  agents  to  make  a  canTflu  of  the  operators, 
which,  he  maintained,  showed  that  only  eo  per  cent,  of  the  operators  would  agree 
to  the  plan.  Since  that  time  he  has  run  his  mines  Independently  of  the  other 
operators  of  the  district  and  of  the  United  Mine  Workers.  See  Mr.  De  Armltt's 
testimony  before  the  PennsylTania  Leglslatlre  Committee  In  UnlUd  Mine 
Workert^  Jawmal,  April  22,  1897,  and  the  testimony  of  other  operators  before 
the  same  committee,  Jbid.,  April  29, 1897.  Also  the  testimony  of  President  Batch- 
ford  before  the  committee,  Jbid.,  May  6. 

•Xarly  In  July  it  beoame  apparent  that,  to  settle  the  strike  In  the  other  States, 
it  woold  be  neoessary  to  bring  about  a  oonolllation  of  the  operators  and  miners 
in  the  Pittsburg  district.  To  this  end  the  Labor  Commissioners  of  Ohio,  Indi- 
ana,  and  Illinois,  visited  Pittsburg,  and  offered  their  serylces  as  arbitrators.  But 
their  attempts  were  not  sucoeesful,  the  operators  whose  mines  were  stlU  running 
maintaining  that  they  had  nothing  to  arblUate.  Bee  the  Chicago  Record  for 
July  9, 18, 14, 1897. 


Digitized  by 


Googk 


206  QUARTERLY  JOURNAL  OF  ECONOMICS 

The  following  propositions  were  offered  by  the  miners,  and 
refused  by  the  operators :  — 

1.  To  start  the  mines  (in  the  Pittsburg  district)  at  69  cents 
a  ton,  the  miners  to  accept  a  reduction  as  soon  as  the  arbitra- 
tors could  act,  if  their  decision  proved  to  be  that  this  price 
was  too  high. 

2.  To  issue  a  call  for  a  conference  of  representatives  of 
operators  and  miners  from  the  competitive  States.* 

After  the  August  conference  nothing  was  done  by  the 
miners  to  settle  the  strike  until  the  middle  of  September. 
In  the  mean  time  there  was  great  destitution  among  the 
strikers.  But  everywhere  the  public  responded  liberally  to 
calls  for  aid.  Governor  Bushnell,  of  Ohio,  issued  a  call  to 
the  public,  asking  aid  for  the  miners  of  his  State.  In  all  the 
large  cities  large  contributions  of  food  and  money  were  made, 
and  relief  stores  were  established  in  the  various  mining  com- 
munities. The  various  branches  of  the  Knights  of  Labor  and 
of  the  American  Federation  of  Labor  throughout  the  country 
also  made  liberal  contributions.  Probably  never  before  in 
this  country  have  strikers  been  so  well  supported  by  public 
sympathy  and  by  substantial  aid. 

By  the  beginning  of  September  the  miners  saw  that  the 
coal  famine  they  had  looked  for  had  not  come.  Those  mines 
in  Southern  Illinois  and  West  Virginia  which  had  failed  to 
take  part  in  the  strike,  and  some  of  the  mines  of  Iowa,  Colo- 
rado, and  other  States,  were  shipping  coal  to  Chicago  and  the 
East.  The  shipments  were  not  large,  but  they  were  large 
enough  to  prevent  a  coal  famine.  Hence,  while  there  was 
a  considerable  rise  in  the  price  of  coal  immediately  after  the 
strike  was  begun,  the  price  later  fell  to  nearly  the  old  leveL 

In  view  of  these  facts  and  of  the  rapid  exhaustion  of  the 

•When  asked  why  the  miners  rejected  the  proposition  of  the  operators  to 
arbitrate  the  strike  before  opening  the  mines,  President  Batchf ord  said :  *<  Be- 
cause It  applied  only  to  the  Pittsburg  district.  If  we  go  into  an  arbitration  of 
that  kind,  we  want  the  whole  competitiTe  field  represented.  They  declined  to 
join  ns  in  a  call  for  a  general  propobition,  and  so  we  refused  their  offer  of  abitrar 
tion,  knowing  that  they  were  merely  trying  to  harass  us  with  a  whole  series  of 
petty  arbitrations.  If  we  should  arbitrate  that  way  here,  we  would  be  caUed  upon 
to  do  the  same  in  other  fields;  and  what  we  want  is  a  settlement  which  will  be 
general."  Chicago  Beeard,  August  25,  where  is  also  an  account  of  the  negotia- 
tions. 
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funds  of  the  miners'  onions,  it  was  decided  at  a  conference 
of  the  miners,  held  in  Columbus,  Ohio,  September  8-11,  that 
they  should  accept  a  compromise.  Instead  of  holding  out 
longer  for  the  scale  of  69  cents  for  the  Pittsburg  district, 
with  prices  in  other  States  in  proportion,  it  was  decided  to 
accept  65  cents  for  the  Pittsburg  district.  But  ten  days  were 
to  be  allowed  before  resuming  work,  so  that  the  scale  of 
prices  could  be  adjusted  in  the  other  States.  The  strike, 
however,  was  to  be  continued  in  all  places  where  a  propor- 
tional scale  was  not  agreed  to;  and,  to  aid  the  strikers  in 
such  places,  an  assessment  of  10  cents  per  ton  was  voted  on 
all  coal  mined  by  those  returning  to  work,  to  continue  until 
the  strike  should  end  everywhere. 

The  compromise  scale  was  acceded  to  by  the  operators  in 
nearly  all  the  different  fields,  the  two  notable  exceptions  being 
the  Gas  Coal  Company  (De  Armitt)  in  the  Pittsburg  district 
and  the  operators  in  Northern  Illinois.  The  Gas  Coal  Com- 
pany continued  to  pay  its  old  price  of  64  cents  per  ton,  with 
some  four  hundred  of  its  men  still  on  strike.*  In  Northern 
Illinois  the  strike  involved  many  complications,  and  was  con- 
tinued with  much  stubbornness  on  both  sides  until  the  latter 
part  of  November.  In  May  (1897)  the  miners  had  been  forced 
to  accept  a  reduction  of  10  cents  per  ton,  and  to  sign  contracts 
at  the  reduced  rates  for  a  year.  It  was  then  maintained  by 
the  operators  that  the  reduction  was  necessary,  in  order  to  en- 
able them  to  compete  with  the  operators  of  Southern  Illinois. 
When  the  miners  of  Northern  Illinois  joined  the  strike,  it  was 
maintained  by  the  operators  that  they  could  not  afford  to  pay 
any  advance,  as  they  had  contracted  to  sell  coal  on  the  basis 
of  the  accepted  rates.  Nevertheless,  the  miners  demanded  an 
advance  proportional  to  that  obtained  in  the  Pittsbui^  dis- 
trict. To  determine  what  that  advance  should  be,  repeated 
conferences  were  held.  In  the  course  of  the  negotiations  the 
operators  at  one  time  took  steps  towards  employing  Chinese  in 

•This  was  the  situation  in  December,  1897.  The  miners  still  out  at  that  time 
were  supported  (according  to  a  letter  from  an  officer  of  the  United  Mine  Workers) 
by  the  10  cent  assessment  on  the  miners  of  the  State  who  were  working. 
Whether  the  company  will  pay  the  Colnmbas  rates  after  January,  1808,  when  the 
attempt  will  have  been  made  to  put  the  *'  true  uniformity  **  plan  into  operation, 
remains  to  be  seen. 
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the  mines ;  *  while  Bome  of  the  miners  went  back  for  a  time, 
and  later  again  quit  work^f  Finally,  at  a  conference  held  at 
Joliet  on  November  22,  an  advance  of  about  10  cents  a  ton 
was  granted  by  the  operators,  to  continue  until  May  1, 1898.$ 
It  is  generally  understood  in  the  Pittsburg  district  that  the 
settlement  there  is  only  temporary.  Further  conferences  for 
fixing  differentials  in  the  various  mining  regions  are  expected, 
and  a  revival  of  the  old  interstate  agreement  is  desired  by  the 
miners.  The  situation  is  still  unsettled,  and  the  future  uncer- 
tain. On  the  whole,  however,  the  miners  have  made  con- 
siderable gains  in  the  prices  obtained  for  mining,  and  so  have 
cause  for  congratulation.  There  is  some  prospect  also  that 
a  return  will  be  made  to  the  system  of  interstate  agreements, 
by  which  great  strikes,  like  that  of  the  past  summer,  may  be 
averted.  When  the  ignorance  and  low  standard  of  a  large 
proportion  of  those  engaged  in  this  struggle  are  considered, 
and  the  destitution  and  poverty  of  all,  it  is  safe  to  say  that  no 
strike  in  recent  years  has  been  so  well  conducted  or  ended  so 
peacefully  as  the  coal  miners'  strike  of  1897.  A  great  army  of 
over  150,000  men  have,  under  the  most  trying  circumstances, 
been  brought  through  a  struggle  of  over  three  months  without 
committing  any  violent  depredations  and  without  rioting  or 
shedding  of  blood. 

J.  E.  Qeobgb. 

HaRTABD  n»IVBSSlTT. 

•A  leading  operator  says  that  the  only  qnestion  aboat  employing  Chinese 
miners  was  whether  sufficient  protection  against  the  strikers  and  Ibeir  sympa- 
thisers could  be  glTen. 

t  This  was  true  of  the  miners  of  Braceville  and  Coal  City. 

tl  hare  omitted  many  details  of  the  strike  in  Northern  Illinois,  and  haTe 
given  only  the  main  facts  and  the  results.  The  Information  In  regard  to  this 
field  was  obtained  directly  from  both  operators  and  miners'  officials.  An  aooonnt 
of  the  JoUet  oonferenee  may  be  found  in  the  JoUet  AapuMloan  for  Norember  2ft, 
1897.  In  December  about  1,000  miners  in  Streator  and  2,000  in  Southern  Ulinols 
were  still  out,  the  controrersy  being  chiefly  in  regard  to  certain  gross  weight 
requirements  under  a  recent  State  law,  which  brought  an  additional  compUoatioB 
in  the  situation. 
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At  a  time  when  it  was  supposed  the  cities  of  the  United 
States  were  about  to  enter  into  a  period  of  greatly  increased 
municipal  activity,  the  third  city  of  the  Union  has  leased  its 
gas-works  for  thirty  years.  This  lease  was  made  after  the 
gas-works  had  been  under  full  municipal  control  for  more  than 
ten  years,  and  under  partial  municipal  control  during  almost 
the  entire  existence  of  the  works.  The  incident,  while  of 
first  importance  to  the  people  of  Philadelphia,  has  also  led 
thoughtful  persons  to  inquire  whether  the  action  of  this  city 
was  not  an  indication  of  what  is  about  to  happen  in  relation 
to  the  gas  and  water  works  of  other  cities.  If  the  Philadel- 
phia lease  is  but  an  exceptional  incident,  it  has  no  importance 
outside  the  city  limits.  But  this  is  not  the  case,  if  the  lease  is 
significant  of  a  new  tendency  in  municipal  development.  The 
object  of  this  paper  is  not  to  examine  the  relative  merits  of 
public  and  private  management  of  gas-works.  My  object  is 
to  point  out  the  facts  regarding  municipal  management  in 
Philadelphia,  the  nature  of  the  lease,  the  way  in  which  the 
proposition  appealed  to  different  classes  of  people,  the  argu- 
ments used,  and  the  character  of  the  legislative  body  which 
made  the  lease.  I  shall  leave  the  reader  to  draw  what  con- 
clusions he  may  regarding  the  general  question  of  public 
control  of  gas-works,  the  advisability  of  this  particular  lease, 
and  whether  the  conditions  and  feelings  of  the  people  of  Philar 
delphia  towards  the  lease  and  the  character  of  her  Councils 
are  like  or  unlike  the  conditions  which  exist  in  his  own  city. 

In  March,  1835,  the  city  invited  subscriptions  to  the  stock 
of  a  corporation  to  be  incorporated  for  the  purpose  of  the 
manufacture  of  gas,  reserving  to  itself  the  right  to  elect  the 
trustees,  and  also  reserving  the  right  to  take  possession  of  the 
gas-works  upon  converting  the  stock  into  city  loans.  This 
last  option  was  exercised  in  1841,  but  for  the  protection  of  the 
loan  holders  it  was  provided  that  the  gas-works  should  be 
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managed  by  a  board  of  trastees.  This  restriotive  clause  waa 
construed  by  the  Supreme  Court  of  the  State  to  preclude  the 
city  from  all  interference  with  the  control  of  the  trustees  until 
the  maturity  and  payment  of  the  loan.*  The  trustees  man- 
aged the  works  until  July,  1885,  when  the  last  of  the  gas 
loans  subject  to  the  restrictive  clause  matured.  Since  1885, 
therefore,  the  city  has  had  full  control  of  the  works ;  and  since 
1887  the  manufacture  and  distribution  of  the  gas  have  been 
under  the  control  of  what  has  been  known  as  the  Bureau  of 
Gas,  a  branch  of  the  Department  of  Public  Works.  Under  a 
contract  made  in  1888  the  Philadelphia  Gas  Improvement 
Company  began  supplying  the  city  with  water  gas,  the  price 
of  this  water  gas  at  the  time  of  the  lease  being  87  cents  per 
1,000  cubic  feet  in  the  holder. 

The  water  gas  has  been  mixed  with  the  coal  gas  manufact- 
ured by  the  city.  Every  year  the  amount  and  also  the  pro- 
portion of  water  gas  have  increased.  Beginning  in  1889,  with 
919,647,000  cubic  feet  of  water  gas,  in  1896  the  city  purchased 
1,916,896,000  cubic  feet.  During  the  same  period  the  quan- 
tity of  coal  gas  manufactured  had  only  increased  from  2,231,- 
509,000  to  2,997,065,000  cubic  feet.  Corresponding  to  the 
increase  in  amount  of  water  gas  used,  the  sum  appropriated 
in  payment  to  the  Philadelphia  Gas  Improvement  Company 
rose  from  $300,000  in  1889  to  $700,000  in  1896.  The  Phila- 
delphia Gas  Improvement  Company  is  one  of  the  numerous 
subordinate  companies  organized  by  the  United  Gas  Improve- 
ment Company.  The  latter  is  the  company  with  which  the 
present  lease  has  been  made. 

During  the  discussion  of  the  lease  in  Councils  there  was 
considerable  question  and  confusion  in  the  public  mind  as  to 
whether  the  city  gas-works  had  been  conducted  at  a  profit  or 
loss  to  the  city.  The  figures  given  in  the  annual  reports  to 
Councils  by  the  successive  directors  of  public  works,  and  in  the 
reports  of  the  chiefs  of  the  subordinate  bureaus  having  to  do 
with  the  manufacture,  distribution,  and  sale  of  gas,  and  the 
care  of  lamps,  tell  a  plain  story.  The  figures  in  the  reports 
before  1894  are  of  comparatively  little  interest,  because  on  the 
6th  of  January  of  that  year  the  city  passed  an  ordinance  re- 
*  WesUm  SavinffB  Fund  v.  PhUadeiphia,  3  Pa.  176. 
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duoing  the  price  of  gas  from  $1.60  to  $1  per  1,000  cubic  feet. 
During  the  **  dollar  gas ''  period  the  profits,  according  to  the 
reports  of  the  Bureau  of  Gas,  were :  — 

For  1804 $102,810 

For  1805 284,684 

For  1806 352,088 

In  the  reports  of  the  Bureau,  however,  while  all  the  receipts 
from  gas-works  are  mentioned,  the  expenses  for  book-keeping, 
rentals,  and  care  of  gas  street  lamps  are  not  included.  These 
items  during  the  years  named  amounted  to  $280,625,  $281,566, 
and  $281,569,  respectively.  Deducting  the  amounts  from  the 
reported  surplus,  we  have  for  the  three  years  a  net  loss  of 
$74,442.23.  During  this  period  there  was  expended  for  ex- 
tensions and  improvements  $1,235,208.  The  largest  expendi- 
ture was  in  1894, —  $545,866.  Thus  in  three  years  the  net 
cash  loss  to  the  city  was  $1,249,080.  In  thirty  years  at  the 
same  rate  the  loss  would  be  $12,352,000.  This  calculation 
does  not  give  any  credit  for  the  lights  used  in  and  around  the 
plant  itself,  in  the  public  buildings,  and  on  the  streets.  If  we 
credit  the  city  with  this  gas  at  the  rate  charged  to  consumers, 
we  more  than  counterbalance  the  loss.  The  free  gas  furnished 
the  city  in  1894,  not  tised  in  the  works,  amounted  to  623,313,- 
751  cubic  feet;  in  1895,  638,494,000  cubic  feet;  and,  in  1896, 
674,081,512  cubic  feet. 

At  the  time  the  bill  was  before  Councils,  no  closer  analysis 
was  made  of  the  actual  cost  to  the  city  of  its  gas.  Had  this 
been  done,  a  much  more  unfavorable  showing  of  the  city's 
management  could  have  been  made.  Let  us  make  such  an 
examination  for  1894.  In  giving  the  figures  for  1894,  it  is 
proper  to  point  out  that  these  probably  exhibit  a  loss  to  the 
city  slightly  in  advance  of  1895  and  1896.  My  reason  for 
taking  this  year  will  appear  presently. 

The  total  amount  of  gas  manufactured  for  private  and 
public  use  was  4,110,401,000  cubic  feet.  Of  this  amotmt 
2,605,278,000  are  credited  to  the  city's  plant,  and  1,505,123,000 
to  the  plant  of  the  Philadelphia  Gas  Improvement  Company. 
The  actual  amount  of  gas  which  was  burned  in  public  lamps  or 
reached  private  consumers  was  only  3,106,544,071;  no  less 
than  1,003,858,929,  or  more  than  one-quarter  of  the  entire 
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amount  manufactured,  being  unaccounted  for.  I  am  informed 
that  it  is  impossible  to  attribute  this  loss,  as  is  done  in  the 
reports,  to  leakage.  The  city  would  have  been  uninhabitable. 
While  a  great  deal  of  the  loss  is  due  to  leakage,  much  was  due 
to  the  imperfect  methods  for  testing  the  gas,  testing  at  different 
pressures,  and,  more  important,  at  different  temperatures.* 

The  gas  manufactured  by  the  city  was,  as  stated,  2,605,- 
278,000  cubic  feet.  The  average  proportion  of  loss  being 
about  one-quarter,  the  actual  amount  of  gas  manufactured 
by  the  city  which  reached  the  consumer  or  the  public  lights 
was  1,953,958,000  cubic  feet.  We  find  there  was  expended 
for  the  manufacture  of  gas  $2,014,454.43.  In  order  to  obtain 
the  cost  to  the  city  of  the  coal  gas,  we  must  deduct  from  this 
amount  the  sum  of  $557,428.38  paid  for  gas  purchased.  This 
leaves  $1,457,026.05.  To  this  sum  we  should  add  the  item  of 
$324,616.12  given  in  the  report  as  "expenditure  on  works." 
Part  of  this  was  spent  on  ordinary  repairs,  the  greater  part  in 
improvements ;  but  the  item  does  not  represent  any  extraor- 
dinary expenditure  or  improvements.  We  may  fairly  charge 
it,  as  we  have  not  charged  for  the  annual  depreciation  of  the 
plant.  We  ought  also  to  add  the  sum  of  $326,782.72,  shown 
in  the  report  as  "  repairs,"  though  it  is  difficult  to  ascertain 
whether  part  of  this  item  might  not  be  more  properly  placed 
under  the  head  of  distribution.  Thus  the  city  spent  $2,108,- 
424.89  in  the  manufacture  of  gas ;  and,  as  a  result,  the  public 
and  private  consumers  obtained,  after  the  city  paid  for  dis- 
tribution, 1,953,958,000  cubic  feet.  This  makes  a  cost  to  the 
city  for  manufacture  alone  of  $1,078  per  1,000. 

The  cost  of  distribution  per  cubic  foot  is  somewhat  more 
difficult  to  obtain  from  the  reports,  but  can  be  arrived  at  with 
substantial  accuracy.  The  amount  of  gas  actually  distributed, 
both  that  made  and  that  sold,  was  3,106,544,011  cubic  feet. 
The  items  of  expense  were  as  follows : — 

•  This  last  applies  especially  to  the  gas  famished  by  the  ImproTement  Com- 
pany, which  on  its  receipt  was  tested  at  a  higher  temperature  than  the  aTCiage 
temperature  of  the  mains,  and,  therefore,  the  volume  of  the  gas  contracted  be- 
fore reaching  consumera.  This  fact  may  render  the  flgnres  more  unfavorable  to 
the  city  than  is  just,  as,  in  the  absence  of  exact  information,  we  have  been  obliged 
to  consider  the  loss  in  the  city's  coal  gas  by  so-caUed  leakage  the  same  as  in 
the  case  of  water  gas.  Tet  any  possible  correction  for  this  error  would  only 
slightly  affect  the  result. 
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Street  mains $102,364.97 

Services 118.905.52 

Lighting,  repairing,  and  cleaning  lamps 189,105.97 

Total $410,376.46 

To  tbis  perhaps  ought  to  be  added  most  of  the  items  in  the 
official  report  under  the  head  '^  Miscellaneous,"  amounting  to 
$398,229,  making  a  total  of  $803,605  for  distributing  slightly 
oyer  3,000,000,000  cubic  feet,  or  25.8  cents  per  1,000.  It  may 
be  that  a  closer  scrutiny  would  apportion  the  cost  somewhat 
differently  as  between  distribution  and  manufacture.  The 
important  fact  will  remain,  however,  that  it  cost  the  city 
about  $1.84  to  supply  the  consumer  with  every  1,000  feet  of 
gas  it  had  manufactured.  In  this  calculation  we  have  not 
taken  into  consideration  the  cost  of  selling  the  gas  and  keep- 
ing the  accounts,  which  in  1894  amounted  to  $91,519,  or  an 
average  of  nearly  3  cents  for  every  thousand  feet.  The  total 
cost  of  the  city  gas,  therefore,  was  $1.37.  The  only  reason 
why  the  department  was  not  compelled  to  exhibit  a  large 
deficit  for  this  year,  as  well  as  for  1895  and  1896,  was  that  the 
city  received  over  1,500,000,000  feet  of  gas  manufactured  by 
the  Philadelphia  Gas  Improvement  Company,  for  which  it  paid 
that  company  37  cents  per  1,000.  The  city  also  made  in  1894 
about  $360,000  out  of  the  sale  of  the  by  products  of  coal  gas. 

Essentially  the  same  conclusion  is  reached  from  an  investi- 
gation of  the  purchase  of  water  gas  and  of  the  cost  of  the 
gas  supplied  for  city  use.  The  amount  of  gas  received  from 
the  Philadelphia  Gas  Improvement  Company  in  1894  was 
1,505,123,000  cubic  feet.  One-fourth  of  this  amount,  or 
376,280,750,  was  lost  in  the  mains.  Therefore,  the  amount  of 
gas  received  from  the  Improvement  Company  and  used  was 
1,128,842,250  feet.  The  amount  paid  the  company  during  the 
year  was  $557,428.38.  We  can  therefore  consider  the  real 
price  paid  the  company  as  49.4  cents  per  1,000.  It  cost  to 
distribute  this  gas  25.8  cents  per  1,000,  and  to  sell  it  2.93 
cents.  Therefore,  on  every  thousand  cubic  feet  of  water  gas 
sold  at  $1  the  cost  was  78.13  cents,  and  the  profit  21.86  cents. 
But  all  the  gas  received  from  the  Improvement  Company 
was  not  sold.  The  total  amount  of  gas  of  two  kinds  con- 
sumed was  3,106,544,071   cubic  feet.    The  gas  used  at  the 
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gas-works  themselves  and  in  the  offices  of  the  Bureau  of 
Gas  was  26,698,800  feet.  Therefore,  the  gas  used  in  lighting 
outside  the  works  was  8,079,845,271  feet.  The  amount  of  free 
gas  used  in  the  street  lamps  and  in  public  buildings  was  628,- 
313,751  feet.  In  other  words,  on  all  the  gas  used,  outside  of 
that  used  at  the  city's  gas-works  and  offices,  20.2  per  cent,  was 
free  gas  and  79.8  per  cent,  was  sold  to  private  consumers  at 
the  rate  of  $1  per  1,000.  We  may  therefore  consider  that 
the  amount  of  gas  received  from  the  Improvement  Company 
and  sold  was  900,816,115  cubic  feet,  on  every  thousand  cubi6 
feet  of  which  there  was  a  profit  of  21.86  cents,  a  total  profit  of 
$196,918.  In  the  same  way  the  gas  actually  manufactured 
by  the  city  was,  as  we  have  seen,  1,953,958,500  feet.  Of  this 
395,285,804  cubic  feet  were  used  by  the  public  lights,  and 
1,558,672,696  cubic  feet  by  private  consumers,  on  which  latter 
the  city  lost  37  cents  per  1,000,  or  a  gross  loss  of  $676,709. 
This  is  a  net  loss  on  the  sale  of  gas  of  $379,791. 

To  this  loss  must  be  added  the  cost  of  free  gas.  In  order 
to  find  out  the  cost  of  the  free  gas,  the  proportion  of  coal  to 
water  gas  in  every  thousand  cubic  feet  must  be  ascertained. 
The  nominal  amount  of  gas  manufactured  was,  as  we  have 
seen,  4,110,401,000  feet,  of  which  2,605,278,000  feet  were 
attributed  to  the  coal  gas  manufactured  by  the  city.  There- 
fore, in  every  thousand  cubic  feet  of  gas  63.4  per  cent,  was 
coal  gas  and  36.6  per  cent,  was  water  gas.  The  cost  of  the 
city  gas  was  $1.37  per  1,000  feet,  and  the  cost  to  the  city 
of  the  Improvement  Company's  gas  was  78.31  cents.  There- 
fore, the  average  cost  of  every  thousand  feet  burned  was  $1.16 ; 
and  the  total  cost  of  the  free  gas  and  the  gas  used  in  the 
works^was  $747,433.  This,  added  to  the  net  loss  on  the  sale 
of  gas,  makes  a  loss  of  $1,127,224.  From  this  total  must  be 
deducted  the  money  received  from  the  sale  of  by-products  and 
incidental  receipts,  which  amounted  to  $365,337.  The  net 
loss,  therefore,  for  the  year  by  our  calculation  is  $761,887. 
According  to  the  city's  calculation,  provided  we  include  the 
expenditure  for  improvements  and  extensions,  the  cost  of 
keeping  the  books,  lighting,  and  so  on,  the  net  loss  is  $634,201. 
The  difference  arises  from  the  fact  that  the  city  has  tried  to 
ascertain  in  part  the  actual  outlay  during  the  year  on  the  gas 
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manufactured  in  that  year,  and  to  credit  itself  with  the  gas  in 
the  holders  on  December  31,  1894 ;  while  the  figures  above 
given  deal,  so  far  as  possible,  with  the  cash  actually  received 
and  paid  out  and  the  gas  actually  burned. 

With  such  a  showing  the  time  was  unquestionably  ripe  for 
pushing  through  a  sale  or  long  lease  of  the  works  to  a  private 
company.  The  United  Gas  Improvement  Company,  which 
has  obtained  control  of  the  works,  submitted  to  the  mayor, 
prior  to  the  meeting  of  the  city  Councils,  a  draft  of  a  lease  of 
the  gas-works  which  they  were  willing  to  execute.  It  is  fair 
to  presume  that  the  mayor,  by  submitting  the  lease  to  Coun- 
cils, signified  his  approval  of  it.  The  lease  finally  authorized 
by  Councils  was  in  many  respects  much  more  in  favor  of  the 
city.  The  main  points  of  difference  will  be  indicated  after 
describing  the  lease  now  executed.  The  original  lease  was  in 
many  ways  an  extraordinary  document  for  a  company  to  pre- 
sent to  a  city.  I  do  not  refer  now  to  the  main  provisions  of 
the  lease,  but  simply  to  the  language  of  the  provisions.  This 
language  bears  a  greater  resemblance  to  a  contract  for  a  pay- 
ment of  goods  by  instalments  at  a  retail  credit  store  than  to 
a  contract  for  the  lease  of  the  property  of  a  great  city.  Ap- 
praisements of  the  value  of  property  for  which  the  city  might 
have  to  pay  were  to  be  made  by  the  officers  of  the  Gas  Com- 
pany. One  clause  in  the  contract  recited  the  great  disadvan- 
tage to  the  company  from  the  city's  exercising  a  particular 
option :  therefore,  so  runs  the  contract,  **  this  option  has  been 
conceded  very  reluctantly  by  the  said  company."  These 
objectionable  matters  were  corrected  before  Councils  made 
the  contract ;  but,  even  as  signed,  it  is  manifest  to  the  casual 
observer  of  legal  training  that  the  clauses  have  been  drawn  by 
the  attorney  of  the  company.  This  is  principally  owing  to 
the  failure  of  Councils  to  adopt  the  majority  of  the  sugges- 
tions of  the  city  solicitor  for  the  improvement  of  the  details  of 
the  contract  in  points  of  law,  though  these  suggestions  were 
made  at  the  request  of  the  sub-committee  having  the  bill  in 
charge. 

The  main  provision  in  the  contract  is  the  lease  of  the  city 
works  for  thirty  years  and  the  vesting  of  the  lessee  during  that 
period  with  an  exclusive  franchise  to  enter  the  streets  of  the 
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city  for  the  purpose  of  digging  mains.  There  is  a  clause  aa* 
thorizing  the  city  to  terminate  the  lease  at  the  end  of  ten 
years  on  the  repayment  to  the  company  of  all  sums  of  money 
expended  by  the  company  in  or  about  the  buildings,  machin- 
ery, mains,  and  services,  and  the  payment  of  the  present  value 
of  the  Philadelphia  Gas  Improvement  Company  Works,  to- 
gether with  interest  at  six  per  cent,  on  each  of  theSe  sums. 
As  this  would  involve  an  outlay  of  some  ten  millions,  the  city 
will  practicably  be  unable,  on  account  of  limited  borrowing 
powers,  to  accept  the  option,  unless  a  new  lease  is  made  to 
another  company  agreeing  to  pay  the  price  necessary  to  buy 
out  the  present  company.  As  far  as  the  resumption  of  munici- 
pal control  is  concerned,  the  option  might  almost  as  well  not 
exist.  The  city  has  no  obligations  to  perform  unless  it  should 
desire  to  increase  the  number  of  street  lamps  in  one  year  by  a 
number  exceeding  three  hundred.  In  this  case  the  gas  used 
by  the  extra  lamps  must  be  paid  for  at  the  rate  at  which  it 
is  served  to  private  consumers. 

There  are  several  obligations  of  the  company  to  the  city. 
At  the  end  of  two  years  the  ground  on  which  one  of  the  city's 
gas-works  now  stands,  estimated  to  be  worth  $1,000,000,  must 
be  redelivered  to  the  city.  The  city  has  contemplated  for  a 
long  time  abandoning  these  works,  and  has  spent  of  recent 
years  comparatively  little  on  them.  Without  a  large  expendi- 
ture of  money  they  cannot  be  operated  except  at  a  loss.  Be- 
sides this  transfer,  the  company  is  obliged  to  pay  the  city  for 
the  first  ten  years  of  the  lease  the  difference  between  90  cents 
per  1,000  cubic  feet  and  the  price  at  which  the  gas  is  sold^ 
for  the  next  five  years  the  difference  between  85  cents  and  the 
price  at  which  the  gas  is  sold,  for  the  next  five  the  difference 
between  80  cents  and  the  price,  and  for  the  last  ten  years  of 
the  lease  the  difference  between  75  cents  and  the  price.  The 
price  of  gas  is  to  be  $1  per  1,000  cubic  feet,  unless  Councils 
see  fit  to  reduce  it ;  but  during  none  of  the  four  periods  can 
Councils  reduce  the  price  below  the  amounts  mentioned  as 
the  sum  to  be  received  by  the  company  during  each  period. 
If  the  price  remains  $1  for  the  next  thirty  years,  the  estimate 
of  the  president  of  the  company  is  that  the  payments  to  the 
city  will  amount  to  $36,000,000.    If  the  city  reduces  the  price 
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of  gas  to  the  minimum  prices  during  the  periods,  then  no 
money  will  be  paid  to  the  city. 

The  company  also  obligates  itself  to  expend  on  extension  of 
the  mains  and  improvement  of  the  works  $15,000,000  in  thirty 
years,  or  an  average  of  $500,000  per  year.  But  $3,000,000 
has  to  be  expended  by  the  company  in  three  years  from  the 
date  of  signing  the  contract.  The  expenditure  is  higher  than 
the  average  spent  for  a  similar  purpose  for  the  last  three 
years  by  the  city,  by  upwards  of  $88,000 ;  but  it  is  less  than 
the  amount  spent  by  the  city  in  1894.  There  have  been  many 
complaints  that  not  enough  money  has  been  spent  during 
the  last  few  years  on  the  extension  of  mains  and  for  other 
increase  of  service.  It  is  probable  that  the  sum  of  $15,000,000 
is  less  than  the  company  will  have  to  spend  to  keep  up  with 
the  growth  of  the  city. 

The  company  also  agrees  to  supply  the  public  buildings  and 
the  present  number  of  lighted  street  lamps  free  of  cost,  besides 
a  maximum  of  800  additional  lights  each  year.  The  present 
number  of  lighted  lamps  is  by  no  means  the  number  of  lamps 
in  existence.  In  1896  the  total  number  of  gas  lamps  was 
21,614 ;  but  only  19,173  were  lighted,  2,441  not  being  used  on 
account  of  the  proximity  of  electric  lights.  The  city  cannot^ 
therefore,  without  expense  light  all  its  present  lamps  for  eight 
years.  The  provision  in  regard  to  additional  lights  reads :  '*  800 
street  lamps  in  addition  to  the  number  supplied  in  the  preced- 
ing year,  when  directed  to  do  so  by  order  of  Councils,  which 
shall  also  specify  the  location  of  the  same."  If  less  than  800 
lights  are  erected  in  one  year,  no  more  than  800  can  be  erected 
the  next  year.  If  Councils  make  a  mistake  in  location,  the  city 
loses  the  advantage  of  the  light.  One  has  only  to  turn  to  the 
report  of  the  Bureau  of  Lighting  to  see  that  such  mistakes  are 
frequently  made.  In  1896,  out  of  319  gasoline  lamps  directed 
by  Councils  to  be  erected,  the  bureau,  owing  to  mistakes  in 
the  description  of  the  location  or  the  existence  of  other  lights 
in  the  place  indicated,  could  not  erect  twenty-five.  The  com- 
pany provides  the  gas  burners,  lights  and  cleans  all  lights,  and 
repairs  lamps;  but  the  city  erects  the  lamps  at  its  own  ex- 
pense. The  average  increase  in  street  lamps  in  the  last  five 
yean  has  been  over  800  per  year.    If  this  rate  is  maintained. 
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at  the  end  of  thirty  years  the  city  will  be  paying  the  United 
Gas  Improvement  Company  for  15,000  lamps.  As  each  lamp 
bams  about  20,000  cabic  feet  per  year,  that  will  mean  a  bill 
for  300,000,000  feet  of  gas  at  75  cents,  $225,000  per  year. 

The  company  agrees  to  improve  the  quality  of  the  gas  from 
19.15  candle  power  to  23  candle  power,  and  to  lay  mains  and 
make  connections  whenever  one  property  owner  for  every  100 
leet  will  agree  to  take  gas  for  one  year.  Perhaps  the  most 
popular  feature  of  the  lease  to  land-owners  is  the  clause  which 
prohibits  the  company  from  saying  it  will  not  serve  gas  to 
any  one  tenant  until  a  former  tenant  has  paid  his  bill,  as  was 
the  custom  of  the  city.  The  claim  for  unpaid  gas  was  never  a 
lien  on  the  property. 

Such  was  the  lease,  as  finally  passed.  As  it  was  origi- 
nally introduced,  no  additional  free  gas  was  to  be  furnished 
l;o  the  city.  The  $15,000,000  to  be  expended  in  improvements 
and  extensions  was  a  maximum  figure,  not  a  minimum.  Re- 
placements and  alterations  were  also  included  in  the  expendi- 
tures for  improvements  and  extensions.  The  company  did 
not  undertake  to  light  the  street  lamps  or  keep  them  clean. 

During  the  time  the  ordinance  was  before  Councils,  public 
discussion  was  active.  The  so-called  better  element  was 
divided.  Had  the  question  been  left  to  a  vote,  the  lease  would 
have  been  overwhelmingly  defeated.  As  far  as  the  writer 
could  observe,  the  chief  arguments  for  the  lease  were  the  state- 
ment of  the  facts  in  the  city's  reports  showing  an  annual  loss, 
the  bad  condition  of  the  mains  and  works,  and  the  constitu- 
tional restrictions  which  so  hampered  the  city's  borrowing 
powers  that,  in  a  view  of  the  better  advantages  desired  in  the 
way  of  water,  streets,  and  schools,  it  would  be  extremely  in- 
"convenient  for  the  city  to  borrow  the  $5,000,000  necessary  to 
|)ut  the  gas  plant  in  good  condition. 

In  all  such  matters  sentiment  has  a  great  deal  more  to  do 
with  the  attitude  of  the  average  man's  mind  than  fact. 
Especially  among  the  so-called  better  classes,  a  large  section 
believes  that  the  proper  business  management  of  a  city  office 
is  an  impossibility.  To  these,  any  lease  to  a  solvent  company 
was  better  than  city  management.  This  feeling,  strong  in 
many  minds  in  respect  to  all  city  government,  was  peculiarly 
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Strong  in  relation  to  the  gas-works.  There  are  few  house 
owners  or  tenants  who  have  not  been  at  one  time  or  another 
to  the  city  gas  office.  Jnstly  or  unjustly,  few  citizens  hav& 
come  away  from  the  gas  office  in  a  peaceable  frame  of  mind. 
Indifference,  delay,  and  discourtesy  were  the  rule  rather  than 
the  exception.  The  man  one  was  told  to  see  was  invariably 
out,  the  place  was  full  of  smoke,  and  the  most  casual  observer 
could  not  fail  to  get  the  impression  that  but  little  work  was 
being  done  in  proportion  to  the  number  paid.  I  believe  these 
facts,  consciously  or  unconsciously,  were  the  real  reason  that 
many  citizens  were  in  favor  of  the  lease.  On  the  other  hand^ 
the  man  who  was  opposed  to  the  lease,  in  the  majority  of 
cases,  was  also  moved  by  sentiment,  not  fact.  By  a  large  body 
of  persons  public  control  per  se  is  regarded  in  a  favorable  lights 
irrespective  of  the  fact  that  they  may  condemn  in  bitter  terms^ 
a  particular  example  of  public  mismanagement.  Then,  too, 
there  is  widely  spread  through  the  community  the  belief  that 
nine  men  out  of  ten  who  want  a  public  franchise  are  bribers, 
and  corruptionists.  The  "  eminent  respectability  "  of  those  in 
control  of  the  United  Gas  Improvement  Company  was  the 
target  of  much  raillery.  Nearly  every  man  one  met  had  a 
positive  opinion  one  way  or  the  other,  but  not  one  in  ten  had 
read  the  lease.  It  would  be  as  unfair  to  assume  that  no  argu* 
ments  were  made  by  those  opposed  to  the  lease  as  to  make 
the  same  assumption  in  regard  to  those  who  were  in  favor  of 
it.  I  only  wish  to  point  out  that  the  bulk  of  those  on  either 
side  were  influenced  solely  by  sentiment. 

Those  who  argued  against  the  lease  urged  that,  if  the 
United  Gas  Improvement  Company  under  business  manage- 
ment could  make  a  profit,  the  city  under  like  management 
could  do  the  same  thing.  Again,  it  was  pointed  out  that  the 
lease  was  too  long.  No  one  knew  how  far  improvements 
might  reduce  the  price  of  gas  in  the  next  thirty  years.  In 
the  last  thirty  years  this  reduction  under  city  management 
had  amounted  to  over  $2.  What  warrant  was  there  for  be- 
lieving that  the  next  thirty  years  would  not  witness  a 
reduction  proportionately  as  great?  It  was  pointed  out 
that  the  provision  for  300  additional  lights  each  year  was 
inadequate,  and  that  before  the  lease  expired  the  need  of 
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larger  additions  would  cause  a  heavy  annual  drain  for  the 
iiitj.  The  fact  was  emphasized  that  no  money  was  to  be  paid 
to  the  city,  if  the  price  of  gas  was  reduced ;  and  it  was  argued 
that,  with  the  inevitable  fall  in  price  in  other  cities,  Councils 
would  have  to  make  all  the  reduction  in  their  power,  and  then 
the  city  would  get  nothing.  As  many  other  syndicates  and 
companies  came  forward,  and  ofEered  better  terms  to  the 
city,  one  company  going  so  far  as  to  offer  a  bonus  of 
$10,000,000,  payable  over  several  years,  those  opposed  to  the 
Improvement  Company  used  the  offer  as  a  proof  that  the 
lease  should  not  be  made.  But  the  lease  was  made,  the  stock 
of  the  United  Gas  Improvement  Company  has  risen  from  ten 
to  fifteen  points,  a  rise  in  value  of  over  11,500,000,  and  imme- 
diately speculation  was  rife  as  to  the  probable  profits  of  the 
company. 

All  such  calculations  must  contain  many  "  ifs."  The  prin- 
cipal '^  if "  in  regard  to  the  profits  is  the  future  of  gas  as  an 
illuminating  and  as  a  heating  commodity.  There  is  also 
great  uncertainty  in  regard  to  the  cost  of  manufacturing  water 
gas.  One  company  has  offered  to  manufacture  this  gas  for 
25  cents  per  1,000  cubic  feet.  It  is  asserted  that,  by  good 
management,  the  cost  of  distribution  can  be  reduced  below 
15  cents  per  1,000.  If  this  is  true,  and  if  the  use  of  gas 
is  going  to  increase  in  the  next  thirty  years  at  the  same  rate  at 
which  it  has  increased  in  the  last  ten  years,  any  one  who  exam- 
ines the  figures  here  given  will  find  that  the  profits  under  the 
lease  will  be  anywhere  from  $20,000,000  to  $40,000,000.  On 
the  other  hand,  if  the  cost  of  water  gas  is  37  cents,  and  25 
cents  is  a  fair  allowance  for  the  cost  of  distribution,  the  profits 
of  the  company  will  not  exceed  $5,000,000  or  $6,000,000 ;  and 
the  slightest  bad  management  may  convert  the  enterprise  into 
a  loss.  Perhaps  the  most  accurate  statement  of  the  case  would 
be  that  the  company  had  received  from  the  city  a  franchise  of 
great  value,  provided  the  conditions  of  the  illuminating  busi- 
ness did  not  radically  change,  and  provided  the  enterprise  was 
•conducted  by  the  company  in  a  businesslike  manner.  The 
most  valuable  feature  of  the  franchise  to  the  company  is  the 
fact  that  the  annual  outlay  on  improvements  and  extensions, 
except  perhaps  one-half  the  outlay  during  the  first  three  years. 
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is  repaid  oat  of  the  annual  revenue.  In  other  words,  in  our 
calculation  of  the  cost  to  the  city  of  the  manufacturing  of 
gas,  we  have  included  outlay  for  improvements  to  the  extent 
of  $545,000.  It  is  true  that  in  the  next  three  years  the  com- 
pany must  expend  $3,000,000;  but  at  the  end  of  the  three 
years  the  annual  outlay  to  be  repaid  out  of  income  will  hardly 
exceed  $500,000,  and  may  be  much  less.  I  selected  the  year 
1894,  in  estimating  the  cost  to  the  city  of  manufacturing  gas, 
for  the  reason  that  in  that  year  the  city  expended  on  so-called 
improvements  more  than  the  average  amount  which  will  have 
to  be  expended  by  the  company  during  the  lease. 

There  is  an  almost  universal  belief  among  all  classes  in  the 
city  that  bribery  has  been  used  to  obtain  the  acceptance  by 
the  city  government  of  this  lease.  This  belief  is  not  confined 
to  those  who  are  opposed  to  the  lease,  but  is  shared  by  many 
who  were  strongly  in  favor  of  it.  The  words  **  eminent  re- 
spectability," had  they  not  been  used  in  an  offensive  sensie, 
would  accurately  describe  the  men  connected  with  the  com- 
pany. The  belief  that  these  men  used  bribery  to  obtain  prop- 
erty shows  to  what  depth  of  degradation  we  have  come.  It 
is  possible  for  a  large  part  of  the  community  to  believe  with- 
out direct  evidence  that  some  of  the  first  of  their  fellow-citi- 
zens have  acted  as  rascals. 

In  view  of  evil  rumors  originating  (so  the  listening  citizen  is 
told)  from  the  most  authentic  sources,  it  is  well  to  point  out 
the  only  facts  known  to  the  public.  It  is  unnecessary  to  say 
that,  if  we  give  a  fair  trial  to  the  meanest  of  men,  we  certainly 
owe  it  to  such  men  as  form  the  United  Gas  Improvement 
Company.  We  should  not  attend  to  accusations  made  by 
those  whose  only  source  of  information  is  idle  rumor  or  the 
tale  that  was  told  to  the  informant's  informer  by  "  some  one 
who  knows."  It  must  be  remembered  that  the  crime  which  is 
charged  is  not  bribery  to  protect  property  already  in  existence 
from  attacks  by  blackmailing  legislators.  In  such  case,  bribery 
is  a  crime ;  but  it  is  not  organized  public  plunder.  There  is  no 
low  villain  in  the  slums  more  vile,  there  is  no  anarchist  more 
to  be  feared,  than  those  who  bribe  legislatures  to  obtain  a  fran- 
chise. No  class  of  men  will  receive  an  equal  amount  of  con- 
demnation from  posterity,  and  none  will  so  richly  deserve  it. 
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In  relation  to  this  lease  there  are  only  two  facts  known  to 
the  public  which  have  any  bearing  on  the  question  of  bribery. 
These  are  the  nature  of  the  lease  itself  and  the  character  of 
Councils.  In  regard  to  the  first,  we  have  seen  that  the  lease 
gives  a  prospect  of  large  profits.  At  the  same  time  the  mere 
fact  that  the  company  is  to  reap  even  enormous  profits  out  of 
the  enterprise  is  no  evidence  that  a  sane  man,  desiring  the 
best  interests  of  the  city,  would  not  have  been  in  favor  of  the 
lease.  As  we  have  seen,  the  gas-works  were  unquestionably 
conducted  at  a  loss  to  the  city ;  and  this  loss  will  be  stopped. 
There  is  no  reason,  therefore,  why  any  councilman  should  not 
have  voted  for  the  lease  as  the  result  of  an  honest  opinion  that 
it  was  for  the  benefit  of  the  city.  That  which  on  its  face  is 
the  strongest  argument  for  an  opposite  conclusion  is  the  fact 
that  the  city  was  offered  a  bonus  of  $10,000,000  by  another 
company  for  a  similar  lease.  But  the  financial  responsibility 
of  the  bidder,  his  good  faith  in  bidding,  and  his  experience  in 
the  class  of  work  he  undertakes  to  perform  for  the  city,  are  as 
important  factors  as  the  actual  price  offered.  I  am  far  from 
asserting  that  the  other  bidders  for  the  lease  were  not  in  good 
financial  standing,  or  that  they  did  not  bid  in  good  faith,  or 
that  it  was  wise  for  the  city  to  refuse  to  take  any  of  their 
offers.  But  a  belief  that  it  would  not  be  proper  to  lease  to 
any  of  the  other  bidders  was  not  so  unreasonable  that  any  one 
who  pretended  to  have  such  a  belief  must  be  adjudged  to  have 
wilfully  disregarded  the  city's  interests.  It  should  be  pointed 
out  also  that  none  of  the  competitors  for  the  lease  had  the 
same  experience  in  manufacturing  gas  as  the  United  Gas  Im- 
provement Company. 

The  only  other  fact  in  evidence  is  the  condition  of  Councils. 
Councils  consist  of  two  branches :  Select  Council,  with  thirty- 
eight  members,  and  Common  Council  with  one  hundred  and 
thirty-seven  members.  Both  are  elected  by  popular  suffrage  — 
the  members  of  the  upper  branch  serving  for  three  years,  and 
those  of  the  lower  branch  for  two.  The  upper  branch  repre- 
sents the  wards,  each  ward  having  one  representative.  The 
lower  branch  also  represents  the  wards,  each  ward  electing 
one  common  councilman  for  every  2,000  votes.  The  mayor, 
who  is  elected  for  four  years,  has  a  veto  power  over  all  acts* 
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The  members  of  Council  are  not  paid  for  their  services. 
There  is  a  wide-spread  belief  that  only  a  very  small  minority 
in  Councils  ever  vote  for  a  franchise  of  any  kind,  good  or  bad, 
unless  they  are  paid  for  their  votes.  To  many  minds  belief 
has  been  converted  to  absolute  certainty  since  the  exposure  in 
regard  to  what  is  known  as  the  '^  Automatic  Telephone  Scan- 
dal.'* There  are  those  in  the  community  who  do  not  believe 
this  state  of  affairs  to  exist.  Some  of  these  hold  the  persons 
known  as  ^'  municipal  reformers  "  responsible  for  the  impres- 
sion. My  own  feeling  is  that  the  belief  is  due  very  much 
more  to  the  assertions  made  as  to  the  character  of  councilmen, 
by  those  who  are  supposed  to  be  ^  in  with  the  boys,"  than  to 
any  charges  made  by  the  reformers.  There  are  doubtless 
some  members  in  Councils  whose  actions  could  be  influenced 
by  money.  But  the  assertion  that  a  considerable  number  of 
councilmen  will  not  act  on  important  ordinances  giving  fran- 
chises unless  they  are  paid  their  price,  is  exceedingly  doubtful, 
and  I  believe  is  founded  on  a  misconception  of  the  actual 
working  of  our  city  legislature. 

The  truth  would  seem  to  be  that  the  members  are  not  self- 
acting  agents,  and  therefore,  with  few  exceptions,  not  in  a 
position  to  demand  a  bribe.  An  assertion  was  made  to  me  by 
one  of  the  members  that  there  is  not  a  man  in  Councils  who 
does  not  sit  there  at  the  sufferance  of  some  boss.  By  boss  he 
did  not  mean  a  Quay  or  a  Martin,  though  there  are  certain 
representatives  in  Councils  known  as  Martin  men,  being  under 
his  direct  influence.  The  bosses  whom  the  average  councilman 
obeys  or  disobeys  at  the  peril  of  his  seat  are  men  not  heard  of 
outside  the  conflnes  of  Philadelphia.  The  different  railroads 
have  their  political  agents.  These  agents  are  local  bosses  in 
small  sections  of  the  city.  There  are  a  few  men  known  as  be- 
longing  to  the  Reading  Railroad's  political  agent,  others  who 
belong  to  the  Pennsylvania  Railroad's  political  agent  or  the 
Traction's  political  agent  or  the  political  agent  of  some  other 
company  which  must  go  to  Councils  from  time  to  time  and  ask 
favors.  There  are  a  few  local  bosses  in  Councils  who  control 
the  remaining  representatives  from  their  wards.  There  are 
many  in  Councils  who  would  scorn  to  take  a  bribe,  and  to  whom 
no  sane  man  would  think  of  offering  a  bribe, —  men  who  have 
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the  interest  of  the  oity  at  heart,  bat  who,  conBciously  or  unoon- 
scionsly  (largely  consciously),  have  their  action  on  different 
bills  affected  by  the  knowledge  that  their  return  to  Councils 
depends  upon  the  way  they  vote  on  a  particular  measure. 

As  a  result,  no  matter  how  bad  I  believed  the  character  of 
the  man  seeking  a  franchise,  and  no  matter  how  willing  he 
would  be  to  bribe  in  order  to  get  it,  I  should  be  surprised  to 
hear  that  there  was  much  direct  bribery  of  individual  members 
of  Councils.  In  order  to  get  a  bill  through  Councils,  one 
must  secure  the  approval,  not  of  the  councilmen,  but  those 
who  control  them.  Unquestionably,  it  is  as  bad  to  bribe  the 
man  whom  you  know  to  control  the  councilman's  vote  as  to 
bribe  the  councilman  directly ;  but  it  is  much  harder  for  others 
to  prove  it.  Nor  is  it  always  necessary  to  use  money  to  con- 
vince a  local  boss.  An  opportunity  to  make  an  investment 
or  a  subscription  to  a  campaign  fund  may  be  sufficient.  He 
may  act  for  you  in  view  of  favors  past  or  in  view  of  favors 
not  promised,  but  reasonably  expected  in  the  future.  The 
mere  desire  to  stand  well  with  such  as  you  may  influence  him. 
Possibly  he  may  be  moved,  though  in  franchise  matters  it  is 
said  that  this  is  rather  rare,'by  considerations  of  what  is  best 
for  the  city's  interest. 

I  stated  in  the  opening  paragraph  that  I  should  leave  con- 
clusions to  the  reader,  and  I  shall  do  so.  The  picture  which  I 
have  tried  to  give  of  the  result  of  municipal  control  of  a  great 
work  by  the  third  American  city,  the  nature  of  the  lease  which 
that  city  has  just  made,  and  the  condition  of  her  Councils, 
supply  much  food  for  reflection.  Would  that  it  were  of  a 
more  pleasant  character. 

William  Dbapbb  Lewis. 
Philadelphia. 
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Still  another  collection  of  German  economic  monographs 
is  announced, —  the  Volkstoirthscha/tliche  AbhandUungen  der 
badischen  Hdchschulen^  edited  by  Professors  Fnchs,  Herkner, 
V.  Schulze-Gavemitz,  and  Weber.  As  the  title  indicates,  the 
series  will  publish  the  results  of  investigations  carried  on  in 
the  universities  of  Baden.  The  first  number,  by  Dr.  Lief- 
mann,  is  duly  noted  in  the  current  bibliography. 


The  Swiss  Assembly  has  acted  favorably  on  the  proposal 
made  to  it  by  the  Federal  Council  for  the  purchase  and  man- 
agement by  the  state  of  the  principal  railway  lines  of  Switzer- 
land. The  Council  had  made  its  proposal  in  a  message  of 
March  25,  1897 ;  and  the  main  ^provisions  of  the  bill  then 
submitted  are  incorporated  in  the  act  passed  by  the  Assembly 
on  October  15. 

The  act  provides  that  the  five  main  lines  of  Switzerland, 
with  a  total  length  of  2,644  kilometres,  shall  pass  into  the 
hands  of  the  Confederation ;  namely,  the  JurarSimplon  (939), 
the  Nord-Ost.  (764),  the  Central  (398),  the  Vereinigte 
Schweizer  (269),  the  Gotthard  (273).  As  the  railways  of 
Switzerland  had  in  1895  a  total  length  of  but  2,949  kilometres, 
the  purchase  would  lead  to  a  system  of  practically  complete 
state  ownership.  The  five  lines  mentioned  are  to  be  bought 
on  the  terms  of  purchase  reserved  for  the  state  in  the  charters 
of  the  several  companies ;  but  the  Federal  Council  is  author- 
ized also  to  buy  them  by  agreement  with  the  companies,  and, 
further,  to  contract  for  the  purchase  of  other  railways  and  of 
connecting  steamer  lines.  For  four  of  the  main  lines  the 
state's  right  of  purchase  accrues  in  1903,  but  notice  of  its 
intention  to  exercise  the  right  must  be  given  in  February  and 
April  of  1898.    For  the  Gotthard  line  the  date  for  notice  is 
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1904,  and  that  for  purchase  is  1909.  The  conditions  of  pur- 
chase are  laid  down  in  nearly  the  same  terms  in  the  charters 
of  all  the  companies :  the  state  may  buy  on  paying  twenty-five 
times  the  average  net  earnings  of  the  preceding  ten  years, 
but  not  less  than  the  cost  of  construction.  The  Federal 
Council  estimated  the  total  sum  needed  at  964  millions  of 
francs.  As  was  to  be  expected,  the  referendum  has  been 
demanded  on  this  important  question ;  and  the  popular  vote 
will  be  taken  in  February. 


The  first  issue  of  UAnnke  Sociologique  is  announced  for 
the  beginning  of  1898  by  the  firm  of  F.  Alcan,  Paris,  under 
the  editorial  charge  of  Professor  M.  E.  Durkheim,  of  Bor- 
deaux. The  new  annual  will  publish  papers  and  memoirs  and 
systematic  surveys  of  the  literature  of  sociology.  The  papers 
in  the  first  volume  are  two, —  La  Prohibition  de  VInceste  et 
aes  OrigineSy  by  the  editor,  and  Comment  lea  Formea  JSodalea 
ae  maintiennerUy  by  Professor  Simmel.  The  literary  notices 
are  grouped  under  the  heads  of  general  sociology,  religious 
sociology,  legal  and  moral  sociology^  criminal  sociology,  eco- 
nomic sociology,  and  the  like,  each  section  being  in  charge  of 
one  or  more  reporters.    The  price  of  the  volume  is  7.50  francs. 


The  firm  of  G.  Fischer,  Jena,  announces  a  Wdrterbuch  der 
Volkawirthachafty  under  the  editorial  charge  of  Professor  E. 
Elster.  A  number  of  German  scholars,  mainly  of  the  younger 
generation,  will  contribute.  The  Wdrterbuch  will  be  in  two 
large  volumes  of  some  1,000  pages  each,  of  which  the  first  is 
expected  to  be  published  in  the  spring.  The  price  for  the 
entire  work  will  be  20  marks.  It  is  designed  to  give  "an 
exposition,  popular  in  the  best  sense,  and  strictly  scientific,  of 
the  present  stage  of  economic  knowledge." 

The  same  firm  continue  the  supplementing  and  revision  of 
the  larger  and  fuller  Handwdrterbuch  der  fStacUatoiaaenachafteriy 
already  favorably  known  to  students  of  economics  and  politics. 
An  additional  supplementary  volume  for  the  first  edition  is 
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now  in  preBS,  and  will  be  issued  shortly.  Almost  simultar 
neoosly  the  publication  of  a  new  and  completely  revised 
second  edition  of  the  entire  Hdndtodrterbuch  will  begin.  The 
first  instalment  of  the  new  edition  is  to  appear  in  June  of 
1898,  and  the  whole  is  expected  to  be  in  the  hands  of  sub- 
scribers within  three  years  from  that  date. 


Thb  plan  proposed  by  the  Secretary  of  the  Treasury  for 
segregating  the  redemption  fund  from  the  other  holdings  of 
the  Treasury,  and  retaining  greenbacks  and  treasury  notes 
redeemed  by  it  until  such  time  as  they  are  called  for  in 
exchange  for  gold,  is  generally  recognized  as  striking  at  a 
glaring  defect  in  the  present  system  of  redemption.  So  long 
as  the  United  States  issue  redeemable  paper,  some  arrange- 
ment on  the  principle  adopted  by  Mr.  Qage  is  indispensable,  if 
the  country  is  to  escape  a  repetition  of  the  calamities  of  the 
last  four  years.  Such  an  arrangement  is,  in  fact,  the  logical 
complement  of  the  Resumption  Act  itself. 

Some  signs  of  disappointment  have  been  shown,  however, 
that  the  programme  to  which  Mr.  Gage  committed  himself  in 
his  annual  report  should  have  been  confined  to  the  limits 
which  he  then  felt  it  necessary  to  observe.  But  it  was  made 
clear  by  Mr.  Gage  at  the  hearing  before  the  House  Ck>mmittee  on 
Banking  and  Currency,  December  16  and  17,  that  the  reform 
which  he  has  entered  upon  goes  far  beyond  the  immediate 
scope  of  the  measures  proposed  to  Congress.  On  presenting 
his  banking  bill  to  the  committee,  Mr.  Gage  informed  them 
that  his  objects  were  to  commit  the  country  more  thoroughly 
to  the  gold  standard,  to  strengthen  the  Treasury  in  its  relation 
to  the  demand  liabilities  resting  upon  it,  to  do  this  in  such 
manner  as  not  to  contract  the  volume  of  the  circulation,  and 
to  take  initial  steps  towards  a  system  of  bank  issues  without  a 
conditional  deposit  of  bonds.  Upon  the  question  being  asked 
by  one  of  the  committee  whether  the  result  would  not  be  the 
eventual  use  of  one  kind  of  paper — that  is,  bank  notes  —  and 
of  no  silver  except  subsidiary  silver,  Mr.  Gage  is  reported  to 
have  answered  somewhat  cautiously,  but  significantly :  <*  There 
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is  nothlDg  in  the  limited  measare  proposed  to  bring  about  the 
condition  of  affairs  that  your  question  contemplates.  It  is  in 
a  direction  which,  if  pursued  by  further  legislation  to  an  ulti- 
mate conclusion,  might  lead  to  the  result  that  you  suggest.'^ 
But  he  would  not  say  that  silver  would  be  limited  to  subsidiary 
silver.  ^'I  should  say  a  system  of  silver  circulation  which 
would  be  subordinate.    It  is  a  subordinate  system  now." 

Opinions  may  differ  as  to  the  manner  in  which  it  is  ezpedi- 
ent  to  attack  such  problems  as  are  here  foreshadowed,  but 
there  can  be  no  question  that  Mr.  Gage  has  a  distinct  vision 
of  their  range.  It  is  also  certain  that  upon  him  rests  the 
responsibility  for  selecting  the  mode  of  approach. 


The  bill  extending  the  privilege  of  the  Bank  of  France, 
passed  by  the  Chamber  of  Deputies  last  July,  was  adopted 
without  change  by  the  Senate  in  November,  and  took  effect 
January  1.  Under  this  law  the  bank  continues  to  be  the 
only  bank  of  issue  in  France  until  December  31, 1920,  unless 
in  the  course  of  1911  the  Chambers  require  the  termination  of 
the  privilege  December  31,  1912.  In  most  of  its  provisions 
the  law  as  adopted  is  identical  with  the  bill  presented  by  M. 
Rouvier  in  1891  and  discussed  in  M.  Burdeau's  report ;  but, 
when  it  differs,  it  is  generally  in  order  to  conform  to  the 
obvious  tendency  of  legislative  opinion  in  favor  of  imposing 
upon  the  bank  more  onerous  conditions  as  the  price  of  its 
exclusive  privilege. 

Under  the  new  law^^esides  a  fresh  advance  of  40,000,000 
francs  to  the  treasury{=9)the  abandonments  of  interest  upon 
advances  amounting  in  all  to  180,000,000  francos,  and^!^ome 
increase  of  its  gratuitous  services  to  the  government  and  to 
the  publi^j/jbhe  bank  is  now  for  the  first  time  required  to  make 
an  annual  payment  to  the  state  in  cash.  In  1891  it  was  pro- 
posed to  make  this  a  fixed  payment  of  2,000,000  francs  per 
annum;  but,  in  passing  the  present  law,  it  was  determined  to 
/make  it  a  payment  proportional  to  the  profit  derived  by  the 
bank  from  its  issue.  For  this  purpose  an  ingenious  use  waa 
made  of  the  arrangement  by  which  for  some  years  the  stamp 
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duty  has  been  assessed  on  what  is  called  the  productive  circn- 
lation  of  the  bank.  It  is  assumed  for  that  purpose  that  the 
profitable  part  of  the  note  issue  is  fairly  represented  by  the 
^amount  of  loans,  discounts,  and  advances  upon  which  the 
bank  makes  its  earnings.^  Upon  the  same  amount  is  hence- 
forth to  be  calculated  the  annual  payment,  taking  one-eighth 
of  the  rate  of  discount  as  the  rate  at  which  payment  is  to  be 
made.  Thus,  if  for  1896  the  average  productive  circulation 
was  1,095,400,000  francs  and  the  rate  of  discount  2  per  cent., 
the  annual  payment  would  have  been.  0025  x  1,095,400,000 
francs,  or  2,788,500  francs.  In  the  fourteen  years  ending  with 
1896  the  annual  payment  required  from  the  bank  by  this  mode 
of  calculation  would  have  averaged  8,500,000  francs. 

On  the  final  passage  of  the  bill  in  the  Chamber  of  Deputies, 
July  1,  the  division  stood  896  for  and  91  against  its  adoption. 
At  a  previous  stage,  June  10,  a  motion  looking  towards  the 
substitution  of  a  national  bank  for  the  Bank  of  France  was 
rejected  by  a  vote  of  114  for  and  405  against.  The  movement 
in  favor  of  some  change  by  which  banking  facilities  should  be 
afforded  to  agriculturists  was  stronger.  A  motion  to  postpone 
the  Bank  of  France  bill  until  the  government  should  also  pre- 
sent one  for  agricultural  credit  received  174  votes,  862  oppos- 
ing it,  June  22;  and  one  requiring  the  Bank  of  France  to 
place  500,000,000  francs,  at  }j  of  1  per  cent,  interest,  at  the 
disposition  of  a  Cr6dit  Agricole  to  be  organized  by  law, 
received  178  votes,  with  888  opposing  it,  June  24.  By  the  law 
as  passed  the  40,000,000  francs  to  be  advanced  by  the  bank  to 
the  treasury,  and  the  annual  payments  to  be  made  as  above 
stated,  are  to  be  reserved  by  the  treasury  and  carried  to  a 
special  account  until  provision  is  made  by  law  for  the  creation 
of  one  or  more  establishments  for  agricultural  credit,  when 
they  are  presumably  to  be  used  for  the  aid  of  such  establish- 
ment. The  Bank  of  France  is  also  now  authorized,  in  making  ■^ 
its  discount,  to  accept  the  signature  of  agricultural  syndicates 
as  well  as  of  commercial  bodies  or  persons. 
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Politique  et  Parlementaire,  Sept 

Hbine  (W.).  DieSozialpolitikdes 
Handelsstandes  und  das  deutsche 
Handelsgesetzbuch.  Archiv  Soz. 
Gesetzg.,  11,  Heft  3,  4. 

Jastbow  (J.).  Die  £rfahmngen  in 
den  deutschen  Gewerbefferichten. 
Jahrb.  Nat  Oek.,  14,  Heft  3. 

Leth  (K.).  Zur  Frage  der  faculta- 
tiven  Altersversicherung  [Bum- 
mary  as  to  Belgium,  England, 
France].  Zeltschr.  Volksvsr.,  Soc- 
Pol.,  und  Verw.,  6,  Heft  4. 

Lbyabseub  (E.  ).  De  Ttitat  Present 
et  Prochain  de  TOuvrier  Am^ri- 
cain.  [Suite  et  fin.]  Ann.  de  Vtc 
Libre,  Sept 

Ludlow  (J.  M.)  and  Sneix  (W.  E.). 
Is  Co-operation  a  Failure  ?  Econ. 
Rev.,  Oct 

Phillimorb  (Margaret).  The  Agri- 
cultural Laborer:  A  Rejoinder. 
Econ.  Rev.,  Oct. 

Rbbybs  (W.  p.).    Compulsory  Ar- 


bitration at  Work  [in   New  Zea^ 

land].    National  Rev.,  Nov. 
ScHttLLBB  (R).    Bie  (^sterreichische 

Handwerkergesetzgebung.  Archir 

Soz.  Gesetzg.,  11,  Heft  3,  4 
ScHWiBDLAND  (E. ).    La  Repression 

du  Travail   en  Chambre  [suite]. 

Rev.  d'Econ.  Pol,  Sept 
SoHM  (R.).    Die  sozialen  Aufgaben 

des  modemen  Staates.    Cosmopo- 

lis,  Oct,  Nov. 
Yanlabb  (M.).     Comment  d^flnir 

la   Participation  aux  Benefices? 

Rev.  d'£con.  Pol.,  Sept 
ViBTUB  (G.   O.).     The  Anthracite 

Mine  Laborers.    Bulletin  of  Dept 

of  Labor,  Nov. 
Wbbb  (Sidney  and  Beatrice).    Die 

englischen    Gewerkvereine    nach 

ih^m    wirthschaftlichen    Werth. 

Archiv  Soc.  Gesetzg.,  11,  Heft  3,4 
Webbb   (A.).     Die    Entwickelimg 

der     deutschen     Arbeiterschutz- 

gesetzgebung    seit    1800.    Jahrb. 

Gesetzg.,  21,  Heft  4 
WoLFP  (H.  W.).    The  Workmen's 

Compensation  Act.     Econ.  Rev., 

Oct 


in.    SOCL^ISM. 
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Socialisme  Etranger.  Pr^f.  d'ti. 
R^clus.  Paris:  P.  V.  Stock. 
18mo.    pp.  333.    3.50  fr. 

GuYOT  (Y.).  La  Com^die  Social- 
iste:  Avecun  Index  alphab^tique 
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HoBHOUBB  (L.  J.).  The  Ethical 
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Vincent  (J.  E.).  The  Land  Ques- 
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of  the  Land-owners. 
8yo.    2s.  M. 
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Db  Ym  DB  Mabco  (A.).  La  Crisi 
Agronomiea  e  1  Provedimenti  di 
Legge.    Oiom.  degli  Econ.,  July. 


V.    POPULATION,  EMIGRATION,  AND   COLONIES. 


Ballod  (G.  ,  Dr. ).  Die  Lebensfihig- 
keit  der  stadtischen  und  landlichen 
Beyolkerung.  Leipzig:  Duncker 
A  Humblot.  870.  pp.  96.  2.20 
m. 

OiBAULT  (A.).  Principes  de  Goloni- 
sation  et  de  Legislation  Goloniale. 
Paris:  L.  Larose.  12mo.  pp. 
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KuozTNSKi  (R.).  Der  Zug  nach  der 
Stadt  StaUstische  Studie  iiber 
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ung  In  Deutschland.  [In  Munch. 
Yolksw.  Studien.1  Stuttgart: 
Gotta.    8yo.    pp.200.    6m. 


In  Periodicalt. 

Gbbswbll  (W.).  England  and 
France  in  West  Africa.  Fort- 
nightly, Dec 

KiNe  (W.  A.).  The  Proportion  of 
Children  [in  federal  census  re- 
turus].    Pol.  Sci.  Quarterly,  Dec. 

Lkyasssub  (E.).  L'  Immigrazione 
negli  Stati  Uniti.  Rivista  Ital.  di 
SocioL,  Not. 


YI.    TRANSPORTATION  AND  EXCHANGE. 


Edwabds  (G.).  Railway  Nationali- 
sation. With  preface  by  Sir  G.  W. 
Dilke.  London:  Methuen.  12mo. 
pp.  246.    2s.  M, 

HAINB8  (H.  S.).  American  Rail- 
way Management.  New  York: 
John  Wiley  A  Sons.    8vo.    $2.50. 

Xtwx  (E.,  Inspektor).  Die  preuss- 
ischen  Eisenbahnen  1886-03,  mit 
Hinweis  auf  die  gleichen  Yerhalt- 
nisse  in  iibrigen  deutschen  Staaten 
und  in  Deutsch-Oesterreich.  [Er- 
ganzungs  Heft  issued  by  Prus- 
sian Statist  Bureau.]  Berlin:  K. 
Statist.  Bureau.  4to.  pp.  62, 
charts.    3.60  m. 

RxpoRT  of  the  United  States  Deep 
Waterways  Commission  [J.  B. 
Angell,  J.  K  Russell,  and  L.  E. 
Cooiey,  commissioners].  Wash- 
ington: Goyemment  IMnting-of- 
floe.    8iro.    pp.  268,  26  charts. 


In  Periodicals, 

Flxok.  Studien  zur  Geschichte  des 
preussischen  Eisenbahnwesens  [to 
1884].  lY.  [Schluss.]  Archivf. 
Eisenb.,  Not.,  Dec 

Hanhotin  (E.).  Les  Conyentlons 
de  1888.  Ann.  de  Vic  Libre, 
Sept,  Not. 

Kaufmakn  (R).  Nochmals  ''Die 
Eisenbahnpolitik  Frankreichs" 
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Deutsch.  Reichs,  1808,  No.  2. 

Lebot-Bbauliibu  (P.).  Les  Gh^ 
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tie  d'Intdrets  et  les  Finances  Pub- 
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Amer.  Acad.  PoL  and  Soc  Sci., 
Not. 


Digitized  by 


Googk 


234 


QUARTERLY  JOURNAL  OF  ECONOMICS 


VIL    INTERNATIONAL  TRADE  AND  CUSTOMS  TARIFFS. 


In  Periodieala. 

Dalla  Yolta  CR.).  n  Gatenacelo 
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Baldahtoni  (A.).  La  Circola- 
zione  in  Italia.  I  MaU,  la  Cura. 
Florence:  Tip.  Unlone  Co-oper- 
atiya.    870.    pp.  203.    3 1. 

DiLWOBTH  (J.).    Free  Banking:  A 


Natural  Right. 
tinenUl   Publ. 
315.    $1. 
FiOK    (Dr.    F.). 


New  York: 
Co.     16mo. 
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RoTHWBLL  (W.  T.).  Bimetallism 
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In  Periodicals, 

BouBOUiN  (M.).  L'fitalon  d'Or  an 
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Pol.,  Sept,  Nov. 

CuBTiB  (C.  E.).  Clearing-house 
Loan  Certificates:  How  issued  and 
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Edgbwobth  (F.  Y.  ).  Miscellaneous 
Applications  of  the  Calculus  of 
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FsiBBLMANN  (E.).  Die  schweizer- 
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ffenwartige  Stand  der  Notenfrage. 
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Nineteenth  Century,  Nov. 
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Magazine,  Oct. 
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JX,    FINANCE   AND   TAXATION. 
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Getz  (P.).  Das  Branntweinmono- 
pol  als  Besteuerungsform.  [In 
Abhandl.  d.  Staatsw.  Seminars  zu 
Halle.]  Jena:  Fischer.  8vo.  pp. 
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Dogane.    Glom.  degli  Econ. ,  July. 
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2. 

Kaufmakn  (R.  ).  Die  AmortiBation 
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RsiscH  (R. ).  Die  Reform  der  direk- 
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Fagnibz  (G.).  L' Economic  Soclale 
de  la  France  sous  Henri  lY. 
[1689-1610J.  Paris:  Hachette. 
8vo.    pp.  434.    10  f r. 

Hallb  (Dr.  E.  v.).  Zur  Geschichte 
des  Maklerwesens  in  Hambuig 
[auB  "  Hamburg  B  Handel  und 
Verkehr"].  Hamburg:  Neue 
Borsen-Hule.    8vo.    pp.  48.    1  m. 
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the  Close  of  the  Nineteenth  Cen- 
tury. New  York:  Spon  A  Cham- 
berlain.   8vo.    pp.  167.    $2.50. 

LiCHTBNBBBGBB    (A.).      Lc   Soclal- 

isme  et  la  Revolution  Fran9ai8e. 
Etude  sur  les  Id^es  Socialistes  de 
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MtJLLKB  (M. ).  Die  GetreidepoUtik, 
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Jahrhundert  Weimar:  E.  Fel- 
ber.    8vo.    pp.  181.    5  m. 

ScHBLLB  (G.).  Vincent  de  Gour- 
nay.  Paris:  Guillaumin.  18mo. 
3fr. 

SOHURTZ  (H.).  Die  Urgeschichte 
des  Greldes.  Weimar:  E.  Fdber. 
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Stutzbb  (E.).  Deutsche  Sozialg^ 
schichte  vemehmlich  der  neuesten 
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Tboeltsch  (W.,  Dr.).  Die  Calwer 
Zeughandlungskompagnle  und 
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Williams  (G.).  History  of  Liver- 
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Marque:   Account  of  the  Liver- 
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einemann.       Dlustrated.      8vo. 
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HoBSON  U.  A.).  The  Influence  of 
Henry  George  in  England.  Fort- 
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PiRBBiOHT  (Lord).  The  Ruin  of 
the  West  Indies.  National  Key., 
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Stbbns  (W.  p.).  International 
Indebtedness  of  the  United  States 
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Assoc.]  New  York:  Macmillan 
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Befaiiigungsnachweises  in  Oester- 
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Wilcox  (D.  F.).  The  Study  of 
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NOTES  ON  COURNOT'S  MATHEMATICS* 

1.  p.  S4,  end.  c^  is  found  bj  dividing  the  valae  of  e^i  bj  the  valae  of  cs»i, 
in  accordance  with  the  second  line  of  equation  (c),  p.  33.  The  Talnee  of  e^i 
and  e^i  were,  of  course,  obtained  bj  solving  the  two  equations  above  them. 
(The  mathematical  reader  vrill  note  that  Conmot  must  have  been  unac- 
quainted with  determinants,  which  in  his  time  were  not  widely  used.  Other- 
wise he  would  almost  certainlj  have  expressed  the  general  solutions  of  {d) 
instead  of  restricting  himself  to  the  special  case  of  three  centres;  also  on 
pp.  110  and  lis,  Q  and  R  would  have  been  explained  to  be  determinants.) 

2.  p.  36.  7,  the  net  money  imported  at  (1),  is  the  difference  between  the 
total  debts  to  (1)  from  all  sources;  t.«.,  not  simplj  from  (2)  and  the  total 
debts  from  (1).  Similarly  for  E.  To  verify  equation  (e),  write  it  in  full; 
t.e.,  substitute  the  values  of  E  and  /.  Two  terms  on  each  side  will  then  drop 
out  (remembering  that  y^^  7»i  =»  1) ;  and  the  result  will  be  found  identioJ 
with  that  obtained  by  adding  together  all  equations  (d)  except  the  first  two, 
remembering  that  f^i  is  now  y^i  and  that  e^^  y^i »  c^^,  etc 

3.  p.  53,  equation  (1).  The  value  of  p  which  will  render  pF(p)  a  maxi- 
mum is  the  root  of  the  equation  formed  by  putting  the  differential  coefficient 
of  pF{p),  namely,  F(p)  -f  pF^(p),  equal  to  zero. 

4.  p.  53,  Jiret  new  paragraph.  The  geometrical  interpretation  of  maxim- 
izing pD  is  to  maximize  the  rectangle  On,  since  the  area  of  this  rectangle  is 
the  product  of  ifcs  base,  Oq  OTphj  its  altitude,  qn  or  D.  It  is  a  proposition 
of  geometry  that  On  is  a  maximum  when  n  is  so  situated  that  Oq  =  qt. 
This  equation,  in  fact,  is  a  geometrical  form  of  equation  (1),  which  may  be 

written  p  =  — T^-.f  where  the  left  member  is  represented  by  Oq  and  the 
—  p  {p) 

tight  member  by  qt  (for  F{p)  is  nq  and  F'ip),  the  slope  of  the  curve  at  n,  is 
J?i_,sothat  J^  =  !??==9g 

5.  p.  54,  §  25.  To  discriminate  between  the  cases  of  maximum  and  mini- 
mum oipFip),  resort  is  had  to  the  second  differential  coefficient  of  pF(p) ; 
!.«.,  the  differential  coefficient  of  F{p)  +  pF'(p)  or  2F{p)  +  pF"{p).  Ac- 
cording as  this  is  negative  or  positive  will  the  value  of  p  belong  to  a  maxi- 

•In  preparing  these  notes,  Mr.  Fisher  has  received  valuable  crittcisms  and 
BoggestionB  froM  Mr.  John  M.  Gaines,  of  the  Graduate  Department  of  Yale  Uni- 
versity. The  references  are  to  the  pages  of  the  English  translation  by  Mr. 
Nathaniel  T.  Baoon. 
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mam  or  a  minimiim.  This  second  differential  coefficient  may  be  transformed 
bj  sabetitnting  for  p  its  ralae,  -^-SfL,  obtained  from  (1),  p.  53.    The  in- 

eqoality  thos  obtained  is  next  cleared  of  fractions  by  multiplying  through 
by  F'(p)^  which,  being  a  negatiye  quantity,  reyerses  the  signs  of  inequality. 
The  final  result  is  that  at  the  foot  of  p.  54.  Examination  of  this  result 
shows  that  the  first  term  is  necessarily  poeitiye,  and  that  the  second  term, 
—  F(p)F''(p),  will  also  be  positiye  if  F^(p)  is  negatiye. 

6.  p.  56.    Equation  (1)  giyes  p  =        \^;   %,  which  multiplied   hjF{py 

7.  p.  57,  equation  (2).    To  make  the  net  receipts  pF{p)-^ip{D)  a  maxi- 

mam,  its  differential  coefficient  must  be  zero ;  i.«.,  F{p)  ^pF'(p)  —  zrir ) » 

dp 

0.    Cournot's  result  (2)  is  the  same,  D  being  in  place  of  F{p)^  -P-  in  place 

dp 

of  /^(/i),and ^^  X  ^  in  place  of  ^^>.    The  form  giyen  on  p.  61 
dD         dp  dp 

(3)  is  nearer  that  here  expressed. 

8.  pp,  61,  62.  Supposing  V(/>)  to  be  replaced  by  ^(/»)  -f-  u,  equation  (3),. 
namely, 

F(p)+np)[p-np)]-0       (3) 
becomes  F(p)^F'{p)  [p-V(;>)-«]  -  0       (3)' 

If  the  root  of  (3)  is  p^,  the  root  of  (3)'  is  called  i^b  +  <^-  (3)  may  then  be 
written, 

and  (3)',  F(p^  +  S)  +  F'{p^  +  Sj[p^-^6-^^p^-^d)^u']^Q. 

Now,  by  Taylor's  theorem,  J^(pj  ^  «J)  =  F( po)  -|-  d  F'(pf^)  -|-  terms  inyolying 
squares  and  higher  powers  of  d,  which  may  all  be  neglected,  assuming  6  suf- 
ficiently small  and  Taylor's  theorem  applicable.  Substituting  this  yalue  for 
F(P^-\-^  and,  in  like  manner,  i^(/>o)  +  <J^'(;'o)  ^O'  ^(/>o+<^  and  Hp^y 
-l-dV'^(po)  for  V'(pQ-f-(J),  we  obtain  another  form  of  (3)^  If  (3)  be  sub- 
tracted from  this,  the  result  is  (4),  after  neglecting  any  terms  which  may 
remain  inyolying  increments  of  the  second  order,  such  as  <)>  or  du.  The 
process,  here  exemplified,  of  denying  the  relation  between  a  small  cause 
such  as  «  and  its  effect  <),  is  so  repeatedly  employed  by  Coumot  that  the 
careful  student  will  do  well  to  master  it  once  for  all. 

9.  jx  63.  The  formula  immediately  preceding  §34  is  obtained  by  substi- 
tuting in  the  formula  aboye  it  the  yalue  of  p^  —  V^(/>o)  deriyed  from  (3), 

namely,— £liB2l,  and  then  multiplying  through  by  the  negaUv  quantity 

F(pq),  which  reyerses  the  signs  of  inequality. 

10.  j9.  71.  The  yalue  of  p'—po  is  deriyed  just  as  was  equation  (4)  on 
p.  62.  In  fact,  (4),  p.  62,  and  the  present  equation  are  identical  except  In 
form.  The  tax  t  here  takes  the  place  of  the  increase  of  cost,  u ;  and  f-^Pf». 
the  increase  of  price,  is  the  same  magnitude  as  6,  The  identity  is  seen  by 
obtaining  the  yalue  of  d  from  (4),  p.  62,  multiplying  numerator  and  denomi* 
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nator  by  F^ip^^  and  snbstitating  for  F'(p^  [p^  —  V{/'o)  ]  ia  the  denominator 
its  eqnal, —  ^(po)f  «*  given  by  the  first  equation  on  p.  71. 

11.  /7.  72,  line  2.  /.«.,  the  loss  is  the  difference  between  the  net  income 
at  price  j9j  and  the  net  income  at  price  p\  which  latter  net  income  involves 
the  deduction  of  the  tax  iF(p'). 

12.  p.  72,  line  7.  The  left  member,  being  the  maximum  value  of  the 
fonction  two  lines  above,  is  necessarily  greater  than  the  right  member, 
which  is  another  value  of  that  function. 

13.  p.  72.  The  third  formula  from  the  bottom  is  obtained  by  adding  the 
two  inequalities  which  follow. 

14.  p.  73j  Jirst  equation.    See  note  3. 

15.  p.  74,  last  equation.    See  note  11. 

16.  p.  77,  line  7.  Of  the  two  cases,  ;the  second  begins  on  p.  78,  line  3,  not 
on  p.  77,  last  paragraph,  which  relates  only  to  a' subdivision  of  case  one. 

17.  p.  82,  line  5,ff.  To  put  Di  =  0  in  equation  (1)  means  to  ask  the  ques- 
tion, Under  what  circumstances  would  producer  (I)  find  it  profitable  to 
make  />!  =  0;  i.e.,  to  cease  producing  entirely  ?  The  answer  is,  Whesk  f(D^ 
=  0.  Since  D  =  />!  +  Dg  =  Dj,,  /(D^  is  /{D)  or  p  (p.  80,  line  7).  Hence 
/)  =  0.  In  fact,  it  is  evident  a  priori  that  producer  (1)  would  cease  produc- 
ing only  when  D^  the  output  of  his  rival,  is  large  enough  to  make  the  price 
zero.  To  put  D^  =  0  in  equation  (2),  on  the  other  hand,  is  to  ask.  What 
would  producer  (2)  do  if  producer  (1)  withdrew  from  the  field  ?  The  answer 
is.  He  would  then  be  a  simple  monopolist,  and  would  maximize  pD^  To 
accomplish  this,  p  cannot  be  zero.  That  is,  in  both  cases  />a  represents  the 
total  output ;  but,  in  the  first  case,  this  output  is  large  enough  to  reduce  the 
price  to  zero,  while  in  the  second  it  is  not  Hence  D^  in  the  first  case  ex- 
ceeds D2  in  the  second. 

18.  p.  82.  Equation  (3)  is  derived  from  the  preceding  equation  by  sub- 
stituting/? torJlD)  and^  (this  being  the  same  as  ^^^  tot  f{D),  and 

al)  dD 

then  dividing  through  by  — ^. 

19.  p.  83,  §  45.  Here  x  is  put  for  p.  y  has  no  special  enonomic  signifi- 
cance. The  manner  in  which  the  intersection  of  the  two  curves  corresponds 
to  the  solution  of  equation  (3)  is  that  the  x  of  the  intersection  is  equal 
to  the  value  of  p  which  satisfies  (3).  The  reason  for  this  is  that  for  the 
point  of  intersection  the  co-ordinates  of  the  two  curves  are  equal;  and, 

aince  the  y  of  one  is  equal  to  2x  and  the  y  of  the  other  to  —  jtvt^*  ^® 
have  2x  —  —  w;}    '    Since  this  equation  is  obviously  a  form  of  (3),  the  x 

which  satisfies  it  is  equal  to  thep  which  satisfies  (3). 

20.  p.  84,  top.  The  condition  that  the  curve  must  fulfil  in  order  that  the 
result  given  may  follow  is  incompletely  stated.  It  should  have  been  added 
that  the  value  of  the  function  for  x  =  0  (as  well  as  for  x  >  0)  must  be 
positive. 

21.  />  84.  Equations  (5)  are  simply  the  general  case,  for  n  producers,  of 
equations  (1 )  and  (2)  on  p.  81  for  two  producers. 
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22.  p.  85.  Equations  (6)  are  the  conditions  that  the  profit  of  each  pro- 
clncer  shall  be  a  maximnm.  That  profit  is  no  longer  giren  by  the  expression 
on  p.  80,  line  10,  but  by  that  expression  less  the  cost  of  production,  0i(/>i) 
for  producer  (1),  or  02(A)  ^o'  producer  (2),  etc  The  differential  coeflicient 
of  this  new  expression  for  the  profit  of  each  producer  will  give  the  equa- 
tions (6). 

23.  p.  85,  thrw  lines  from  bottom.    -J^  is  negative  because  of  the  law  of 

dp 

demand.    An  increment  of  the  price  p  causes  a  decrement  of  the  demand  D. 

24.  p,  86.  Equation  (7)  is  obtained  by  dividing  the  previous  equation  by 
/'(Z>)  and  replacing/(/>)  by  p. 

25.  pp,  87-89  are  devoted  to  a  difficult  proof  that  the  value  of  p  derived 
from  (8)  is  greater  than  that  derived  from  (7).  The  statement  in  the  first 
line  of  p.  87  b  not  necessarily  true,  though  it  does  not  affect  the  argument. 

26.  /).  87,  Uut  two  line;  and  p.  88,  top.  Equations  (6),  on  p.  85,  show 
that  Di  is  a  function  of  D.  But  Z>  is  a  function  of  p.  Hence  /)x  is  a  function 
nip.  This  function  Coumot  calls  i>i(p)  or  i>i(x).  In  like  manner  i>s  is  a 
function  of  p^  and  is  called  i>Jip)  or  %{x)t  and  so  on. 

27.  p.  88.  As  in  note  19,  if  we  equate  the  right  members  of  (a)  and  (6), 
we  obtain  the  abscissa  of  the  intersection.  But  the  equation  thus  formed 
being  identical  with  (7),  p.  86,  its  root  must  also  be  the  same  as  the  root 
«£(7). 

28.  p.  88, 10  Unee  from  bottom,  OP  is  the  ralue  of  y  in  (6)  when  x  is  sero; 
tU.,  it  is  minus  the  long  bracket,  or  —  £V^(x).  Similarly,  OP*  is  the  ralue 
of  ^  in  (b^  when  x  is  zero;  t.e., —  V(^).  Since  ^fnix)  >  if{x),  OP  is  numer- 
ically gieater  than  OP", 

29.  p.  89,  line  10.  "Stop  producing"  means  here  "cease  to  extend  pro- 
duction," not  "go  out  of  business." 

30.  />.  90.  The  first  equation  on  this  page  is  a  form  of  any  one  of  equa- 
tions (6),  p.  85.  The  subscript  k  stands  for  any  one  of  the  subscripts,  1,  2, 
etc.    All  that  is  necessary  to  see  the  identity  between  (6)  and  its  new  form 

is  to  replaoe/(D)  in  (6)  by  />,/"  (Z>)  by  ^.  and  divide  through  by  the  latter. 

dD 

31.  p.  93.  The  process  for  deriving  the  central  equation  on  this  page  is 
identical  with  that  explained  in  note  8.  Namely,  we  write  (3)  thus :  Q  (p^) 
s  F{pQ),uid  (4)  :Q  (p^-\.  d  —  u)  z=zF{pQ^d),  and  subtract  the  first  from 
the  second  after  expanding  the  latter  by  Taylor's  theorem. 

32.  p,  93.  The  two  inequalities  are  evident,  if  we  remember  that  u  is 
given  positive. 

33.  p,  96.  Equation  (5)  may  be  derived  as  follows :  The  expression  for 
profit  is  evidently  D^^p  —  0k(i>k)  —  npD^;  t.e.,  it  is  the  gross  receipts  less 
the  cost  of  production  and  the  amount  of  the  tax.  The  condition  of  maxi- 
mum requires  as  usual  that  the  differential  coefficient  of  this  expression 
be   sero.     This   differential  coefficient    is  evidently  the  left  member  of 

(5)  plus  Dfc    P .,  which,  however,  may  be  neglected  in  accordance  with  the 
next  note.    Coumot,  however,  evidently  had  in  mind  a  different  method  of 


Digitized  by 


Googk 


242  QUABTERLT  JOURNAL  OF  ECONOMICS 

deriratioii.  Otherwiae  his  explanation  regarding  -j^  would  have  been 
placed  earlier. 

34.  p.  96,  line  15.    —f-  is  aaenmed  small.    That  ia,  the  effect  on  the 

price  of  increasing  the  product  is  assnmed  small  per  nnit  of  product.  This 
is  not  becaose  Dk  is  small,  although  Coomot  seems  to  say  so. 

35.  p.  96.  Equation  (6)  is  derived  with  the  aid  of  p{l  —  n)  —  f/>\p{I>k)  =  0, 
jnst  as  (3)  on  p.  91  was  derired  with  the  aid  of  ;i — ft>\(I>k)  =  0. 

36.  p,  97.  Equation  (7)  should  hare  "0'*  expressed  as  a  lower  limit  in 
the  integral,  as  in  the  case  of  the  integrals  below. 

37.  p.  98.  The  first  equation  is  found,  as  usual,  by  the  condition  of  maxi- 
mum. We  differentiate  expression  (9)  on  page  97,  remembering  that  the 
differential  coefficient  of  the  integral  is  <f>\{Dk)' 

38.  p,  101.  In  equations  (1)  and  (2)  it  should  not  be  forgotten  that  the  F^ 
is  not  a  differential  coefficient  with  respect  to  pi  or  p^,  but  with  respect 

to{m,ft  +  «,ft);  s.^.,  P'im.pi^m^  in  (1)  is   if^^i^J^,  and  not 

dpi 

To  derive  equation  (1 )  from  the  differential  equation  above  it,  ^iE^  ^  0, 

dpi 

we  observe  that  ^l^  =  A  +  Pi^,  and  substitute  for  Di  its  value  as 
dpi  dpi 

given  in  equation  (b)  on  page  100  and  for  ^  its  value  w/^5^"'iPi  +  *^/^ 

X     «K/>i  +  "«a/>2).     The  first  of   these  two  differential  coefficients  is 

^(^iPi  +  ^Pi)'  The  second  is  found  by  performing  the  differentiation 
indicated,  treating  />2  as  a  constant,  and  is  evidently  simply  m^.  With  these 
substitutions  and  cancelling  the  common  factor  mj,  we  reach  equation  (1). 

39.  pp.  101, 102.  Equation  (I)  gives  the  value  of  p^,  which  maximizes  the 
profit  of  producer  (i)  for  an  assumed  value  ofp^  The  question  arises,  What 
effect  will  a  change  in  the  assumed  value  of  p^  have  on  the  resulting  value  of 
Pi'i    That  is,  in  equation  (1)  what  is  the  relation  between  increments  of  p^ 

and  pi  f    In  short,  what  is  ^  ?    According  as  ^  ^  0  will  an  increase  of 
dpa  dpi<^ 

P2  produce  an  increase  or  a  decrease  of  p^.    Now,  to  obtain  -^  the  rule  is  to 

take  the  differential  coefficient  of  the  left  member  of  (1)  with  respect  to  p^ 
treating  pi  as  constant,  and  again  with  respect  to  pi  treating  p^  as  constant, 
and  then  divide  the  first  differential  coefficient  by  the  second,  and  prefix  the 
minus  sign.  Proceeding  thus,  we  find  the  differentiation  with  respect  to  ja^ 
gives  nL^ip)  -\-m^m^''{p)  (using  p  for  mip^  +  m^ps  as  per  equation  (a) ), 
while  that  with  respect  to  pi  gives  2miF'{p)  +  mi^iF^ip).  Divide  the 
former  expression  by  the  latter,  prefix  the  minus  sign,  and  put  the  result  in 

place  of  ^  in  the  inequality  &  ^  0.    Then  strike  out  the  factor —!!!S,  and 
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(as  this  factor  is  negatiye)  reyene  the  signs  of  inequality.    We  shall  then 
haye:  -^^-dl^^^l^M  <  o.     Sabstitnting    for    m^  its  value  as  de- 

riyed  from  equation  (1),  namely, —  ^^(,  and  clearing,  we  reach  the  re- 

qnired  result  as  giren  at  the  top  of  p.  102. 

40.  />.  105.  Equations  («i)  and  (sg)  are  derived  by  the  same  process  as  that 
expUuned  in  note  88. 

41.  p.  106.    The  first  equation  is  derived  from  (6),  p.  100. 

42.  p,  106,  Jirgt  paragraph.  If  *f>\{D^  is  a  constant,  it  signifies  that  the 
cost  of  each  additional  unit  is  the  same.  Coumot  tacitly  assumes,  betidei 
this,  that  the  cost  vanishes  when  the  product  vanishes,  so  that  0'i(Di)  is  the 
cost  for  every  unit,  and  therefore,  of  course^  the  average  cost  for  all  units. 

That  is,  0'i(Di)  «    ^^P^\  which  may  also  be  proved  analytically  thus  : 

We   have   given   *f>\(D^  =»  constant  =»  k,   or  i>\(Di)dD  =  kdD.      Inte- 
grating, we  have  ^(Di)  =  kDi  +  C.     Since  for  Dj  =  0,  0(i)i)  =  0,  we 

haveC-O.    Hence -^t?ii  =  A:  =  0'i(Di). 

It  should  be  observed  that  the  assumption  0i(O)  —  0  is  not  often  verified. 
Oournot  seems  to  have  ignored  this  &ct  in  the  present  connection,  though  in 
another  passage  he  brought  it  out  distinctly  (see  p.  60,  last  four  lines  and  ft.), 

48.  />.  106.  Equation  (/)  is  obtained  by  adding  {ei)  and  (e^),  p.  105, 
and  applying  (a),  p.  100.  The  next  two  equations  are  found  by  adding 
nnd  subtracting  the  two  equations  mi pi-j- m^ p2  ^ pt  or  equation  (a),  p.  100, 
and  MiPi  —  sis  Pa  =s  ^^(^i)  —  ^^sC^^a)*  or  the  last  equation  on  p.  105. 

44.  p.  106.    Equation  (/")  is  a  form  of  (2),  p.  57,  or  of  (3),  p.  61,  it  being 

remembered  that  ff>{D)  is  now  ^i(Di)  +  0a(^s)>  ■<>  ^^^  ^^^jf^J  is  i^\{Di) 

dD 

7~^  4-  0'a(-^a)  -T^t  luxl  remembering  that  equations  (6),  p.  100,  show  the 
dj}  dD 

values  of  J^l  and  J^  to  be  respectively  mj  and  ma. 

45.  p.  119.    Equations  (1)  are  same  as  (3),  p.  91. 

46.  p.  119.  Equation  (2)  states  that  the  home  supply  plus  the  foreign 
supply  equals  the  home  plus  foreign  demand. 

47.  p.  120.  To  obtain  (4),  write  (2)  in  the  form  Oa(p» -f.  d)  4.  Ob(pb + 
(d  4.  e  — . «) )  =.  /\(p»  +  <J)  +  Fb(pb  +  (<J  +  e  —  «)  ),  expand  by  Taylor's 
theorem,  and  subtract  the  sum  of  equations  (1),  p.  119.  The  next  formula 
is  derived  in  like  manner. 

48.  p.  122,  §  70.  The  first  equation  is  simply  (2),  p.  119,  the  primes  being 
omitted. 

49.  p.  122,  §  70.  In  the  second  formula  u  is  treated  as  an  addition  to 
c,  and  6  as  the  resulting  increment  of  p.  The  second  formula  is  simply  the 
first  with  e  -)-  tt  f or  e  and  p  -)-  d  f or  p. 

60.  p.  122.  As  already  stated,  equations  (6)  are  incorrect.  If  the  preced- 
ing equation  be  expanded  by  Taylor's  theorem  and  the  penultimate  equa- 
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tioa  flnbtracted  therefrom,  we  obtain  <^Q\(/>)  +  (<'  +  u)l2V/>)  =  <^  -^•(/>)  + 
(<f  4-  tt)  ^b(;>).  SolTing  thia  with  respect  to  6,  we  obtain  what  onght  to  be 
the  first  equation  of  (6).  Bat,  instead  of  the  parenthesis  (£  +  ti),  we  shall 
find  simply  «.  The  tme  form  of  the  second  eqnation  is  now  foond  bjr  adding 
u  to  the  result  just  obtained.  This  corrected  equation  will  differ  from  that 
giren  in  the  book  in  not  haying  the  second  term  in  the  numerator,  e  [ . . .  ]. 

This  serious  error  of  Coumot  in  the  deriyation  of  (6)  was  evidently  due  to 
the  habit,  in  applying  Taylor's  theorem,  of  dropping  automatically  the  first 
term  in  each  expansion  instead  of  f  ormaUy  subtracting  the  previous  equation. 
That  is,  Coumot,  instead  of  subtracting  the  first  equation  in  §  70  from  the 
expansion  of  the  second,  virtually  subtracted  Qm{p)  +  Ob(/>) »  ^s(/>)  +  ^b(/>)r 
which  is  not  a  tme  eqnation. 

51.  />.  123.  '*  1 "  should  now  read  "...  and  numerically  smaller  than  u; 
ue,,  the  tax  will  always  cause  the  commodity  to  fall  in  the  exporting  market 
by  a  quantity  which  will  always  be  smaller  than  the  tax."  The  reason  for 
this  inequality  is  that  the  fraction  on  the  right  member  of  the  first  equation 
of  (6)  is  a  proper  fraction,  for  the  denominator  exceeds  the  numerator,  con- 
taining, as  it  does,  all  the  terms  which  the  numerator  contains,  and  others 
besides ;  and  all  the  terms  are  positive.  ''2  "  should  read  "  d+ti  is  a/wajrs 
positive  and  less  than  u"  a  conclusion  involved  in  the  corrected  form  of  the 
second  equation  of  (6). 

52.  p.  123,  bth  paragraph^  Hm  4.  It  is  luK  necessary  to  consider  two  cases. 
In  eidm-  case  d  is  positive  and  numerically  less  than  ti.  Thus  the  article 
mugt  rise  on  the  exporting  market,  and,  S-\-u  being  negative,  must  fall  on 
the  importing  market.    6  has  no  relation  to  e. 

53.  p.  125.  Equation  (7)  holds  tme,  even  if  e  is  not  a  small  quantity,  like 
6  and  ti.  If  e  if  small,  its  presence  in  (7)  is  superfluous.  In  deriving  (7) 
from  the  preceding  formula,  Coumot  evidently  called,  e.  g^  Qh{p  +  <!  +  e  —  u) 
equal  to  Qbip  -f  e)  +  ((^  —  u)Q!')t{p  +  e)  (applying  Taylor's  theorem  in 
such  a  way  as  to  make  6  —  u  the  increment  of  />  +  e) ;  while,  if  e  is  small, 
he  could  have  called  it  equal  to  Qb(p)  +  (d  -{-  e  —  u)Q'h{p)  (regarding 
S  ^  e  —  tt  as  an  increment  of  p).  This  remark  will  serve  to  reconcile 
Coumof s  result  with  what  the  student  may  obtain  in  attempting  to  fol- 
low him. 
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THE  FRENCH  CANADIANS  IN  NEW  ENGLAND. 

Thb  early  history  of  the  French  Canadians  in  New  Eng- 
land is  obscare.  According  to  Rev.  E.  Hamon,*  a  con- 
siderable number  had  settled  there  before  1776,  and  some 
served  in  the  American  army  during  the  Revolutionary 
War,  receiving  from  Congress,  in  part  payment  for  their 
services,  grants  of  land  in  the  vicinity  of  Lake  Champlain. 
After  the  rebellion  of  1837  many  French  Canadians 
sought  refuge  in  the  mountainous  regions  of  northern  and 
western  Vermont.  No  statistics  for  this  early  period 
appear  to  be  obtainable;  but  it  is  probable  that  the  popu- 
lation was  small,  and  its  growth  for  many  years  inappre- 
ciable. It  was  not  until  1851  that  the  first  French 
Catholic  priest  settled  at  Burlington,  systematic  efforts 
to  organize  and  build  up  French  parishes  beginning  soon 

*Xes  CanadieM-FranqaU  de  la  NouveUe-Angleterre  (Qnebec,  1891).  The 
book  falls  into  two  parts,  the  first  being  an  elaborate  discussion  of  the  condition 
and  prospects  of  the  French  Canadians  in  New  England,  and  the  second  giving 
a  detaUed  history  of  the  yarions  French  Canadian  parishes,  with  inyaluable 
statistical  data.  A  garbled  and  imperfect  translation  of  the  first  part  has  been 
printed  as  an  "  anti-Catholic  "  tract.  Father  Hamon*s  yolnme,  the  work  of  an 
ardent  but  broad-minded  Jesnit,  has  been  a  mine  whose  tieasnres  later  wxiters 
haye  repeatedly  appropriated. 
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after,  in  1858,  with  the  elevation  of  Mgr.  Louis  de  Goes- 
briand  to  the  bishopric  of  Vermont. 

The  great  movement  of  French  Canadian  emigration  to 
New  £ngland  began  shortly  after  the  close  of  the  Civil 
War,  the  chief  determining  causes  being  the  demand  for 
labor  created  by  the  growth  of  manufactures,  and  the 
relatively  high  wages  obtainable  by  comparatively  un- 
skilled workmen.  Before  the  enactment  of  the  contract 
labor  law,  probably  the  larger  part  of  the  French  Cana- 
dians came  at  the  solicitation  and  under  the  charge  of 
representatives  of  manufacturing  corporations.  Adver- 
tisements of  various  kinds,  setting  forth  the  advantages 
to  be  had  in  New  England  communities,  were  scattered 
^  widely  over  the  Province  of  Quebec,  and  were  re-enforced 
by  the  shrewd  activity  of  the  immigration  agents.  It  is 
not  surprising  that,  to  the  average  Canadian  habitant^  the 
prospect  should  have  appeared  irresistibly  attractive.  His 
family  was  large,  his  farm  remote,  his  life  laborious. 
Taxes  and  parish  charges  pressed  heavily  upon  him,  albeit 
his  faith  in  the  supreme  wisdom  and  need  of  the  Church 
was  little  shaken.  Taught  by  the  Church  that  he  who 
brought  many  children  into  the  world  did  God  service,  the 
utter  disparity  between  the  number  to  be  fed  and  clothed 
and  the  wherewithal  to  feed  and  clothe  them  became 
every  year  more  apparent.  To  achieve  even  a  meagre 
living  was  difficult :  to  do  more  was  impossible.  Tet  he 
knew  no  other  life,  and  was  cut  off,  by  situation,  poverty, 
and  ignorance,  from  nearly  every  opportunity  for  better- 
ment. 

But  the  assurance  of  steady  employment,  not  laborious, 
and  at  wages  which  to  many  must  have  seemed  almost 
fabulous,  was  a  tangible  and  irresistible  appeal.  The  fac- 
tory offered  a  place,  not  for  himself  alone,  but  also  for  his 
wife  and  older  children.  The  more  children  he  had,  the 
larger  the  sum  total  of  the  family  income.  So  the  French 
Canadians  began  to  come,  at  first  in  small  parties  of  young 
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men  and  women,  then  by  families  and  companies,  then  by 
hundreds  and  thousands.  Those  who  came  first,  under 
contract,  sent  back  enthusiastic  accounts  of  the  new 
country,  together  with  drafts  for  more  money  than  the 
family  at  home  had  ever  seen.  Others  followed  in  larger 
numbers  and  likewise  under  contract;  and  they,  too, 
found  employment  certain,  living  cheap,  and  the  opportu- 
nity for  saving  considerable.  The  prohibition  of  further 
contracts  with  mill  agents  did  not  stop,  though  it  some- 
what checked,  the  flow,  those  who  came  taking  the 
chances,  for  a  while  not  serious,  of  finding  work,  as  their 
relatives  and  friends  had  found  it  before  them.  Such,  in 
brief,  with  only  unimportant  variations  in  detail,  is  the 
history  of  the  French  Canadian  immigitktion  for.  every 
manufacturing  centre  in  New  England  in  which  they  are 
numerous. 

The  presence  of  this  large  and  increasing  French  Cana- 
dian element,  its  solidarity,  and  the  fact  that  in  certain 
manufacturing  towns  and  in  certain  industries  it  has 
largely  dispossessed  not  only  the  native  American  work- 
men, but  the  foreigners  of  other  nationalities  as  well,  have 
not  failed  to  receive  attention  from  many  writers  inter- 
ested in  economic  and  social  matters,  and  particularly 
from  some  who  affect  to  see,  in  the  increase  of  the  foreign 
population,  sure  signs  of  moral  and  political  decay.  Un- 
fortunately for  the  purposes  of  scientific  inquiry,  any 
attempt  at  a  thorough  investigation  of  the  subject  is 
greatly  hampered  by  the  dearth  of  accurate  statistical 
data.  It  may  be  said  at  once  that,  for  the  period  prior  to 
18H0,  reliable  statistics,  save  at  one  po^nt,  are  not  to  be 
had.  Some  incautious  statements  regarding  the  French 
Canadians,  in  the  report  of  the  Massachusetts  Bureau  of 
Statistics  of  Labor  for  1881,  called  forth  a  vigorous  pro- 
test, and  led  to  a  public  hearing,  a  full  report  of  which 
forms  part  of  the  report  of  the  Bureau  for  1882.  A  large 
amount  of  interesting  matter  bearing  on  the  condition  of 
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the  French  Canadians  in  New  England  was  presented  at 
the  hearing,  together  with  more  complete  statistics  than 
are  available,  so  far  as  I  know,  elsewhere.  It  does  not  ap- 
pear, however,  that  entire  accuracy  or  completeness  was 
claimed  for  them ;  while  much  of  the  data  professedly  rests 
on  estimates.  Father  Hamon's  book,  though  indispen- 
sable, deals  almost  wholly,  so  far  as  statistics  go,  with  the 
ecclesiastical  phases  of  the  subject.  Until  1890  the 
French  Canadian  population  was  not  separately  returned 
by  the  United  States  census.  Canada,  both  English  and 
French,  and  Newfoundland  were  combined  for  statistical 
purposes,  as  they  still  are  in  the  statistics  of  immigration; 
and  since  the  English-speaking  Canadian  population  in 
this  country  has  for  many  years  been  large,  and  in  1890 
outnumbered  the  French  Canadians  more  than  two  to  one, 
comparisons  or  conclusions  based  upon  the  earlier  census 
returns  would  be  of  little  value. 

The  best  idea  of  the  rapid  growth  of  the  French  Cana- 
dian population  between  1865  and  1890,  and  its  wide  dis- 
persion, is  to  be  gathered  from  an  examination  of  the  list 
of  French  Catholic  parishes,  with  the  dates  of  their  organi- 
zation. The  following  table  shows  the  number  of  such 
parishes  formed  in  each  of  the  New  England  States  for 
each  of  the  years  indicated,  together  with  the  number  of 
mixed  parishes  in  1890.*  Of  the  mixed  parishes  a  large 
proportion  are  predominantly  French. 

The  distribution  of  parishes,  as  shown  in  the  above 
table,  corresponds  roughly  to  the  relative  importance  of 
the  manufacturing  interests  of  the  different  States.  The 
figures,  however,  indicate  some  interesting  conditions.    No 

*  The  table  is  baaed  on  data  ffiyen  by  Hamon,  op,  dt,  pp.  181,  228,  232,  310, 
312,  346,  360,  361,  366,  306,  400,  418,  422,  450.  The  pariahes  of  Burlingrton  and 
Swanton,  Vt.,  organized  in  1860  and  1866,  respeotiyely,  are  not  included,  nor 
twelve  pariahes  in  the  Madawaaka  region  of  Northern  Maine,  compoaed  almoet 
entirely  of  Aoadian  French.  The  Acadian  French,  found  chiefly  in  the  ex- 
treme northern  parta  of  Maine,  along  the  New  Brunawiok  border,  appear  not 
to  have  been  greatly  affected  by  the  emigration  from  the  Fh>yince  of  Que- 
bec, although  French  Ganadiana  are  donbtleea  nomeroua  among  them. 
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Me. 

N.H. 

Vt. 

Mass. 

R.I. 

Conn. 

Total. 

1868 

1869 

1870 

1871 

1872 

1873 

1874 

1875 

1877 

1878 

1880 

1881 

1882 

1888 

1884 

1885 

1886 

1887 

1888 

1889 

1890 

1 

1 
1 

1 
1 

2 
1 

1 
2 

1 
1 

1 

1 
3 
S 
5 
2 
1 

2 

1 

1 

1 
4 
4 
3 
1 
1 

7 

1 
2 

1 
1 

2 

1 

1 

1 

1 
2 

2 
6 
3 
7 
7 
3 
1 
3 
2 
2 
2 
3 
1 
1 
7 
4 
3 
3 
2 
2 
10 

Total 

5 

10 

6 

40 

8 

5 

74 

Mixed  Pariflhes   .    . 

6 

13 

15 

13 

5 

26 

78 

Total 

11 

23 

21 

53 

13 

31 

152 

exclusively  French  parish  was  organized  in  Vermont  be- 
tween 1872  and  1890,  nor  in  Maine  between  1872  and 
1888,  although  at  the  end  of  the  period  there  were  fifteen 
mixed  parishes  in  the  former  State  and  six  in  the  latter. 
The  dispersion  in  Rhode  Island  seems  to  have  been  virtu- 
ally complete  in  1882,  although  five  mixed  parishes  were 
reported  in  1890.  Connecticut  appears  to  have  been  reached 
last  of  all,  the  first  French  Canadian  parish  in  that  State 
not  having  been  organized  until  1880,  at  which  date 
thirty-six  parishes  were  in  existence  elsewhere  in  New 
England.  The  distinctive  feature  in  Connecticut,  how- 
ever, is  the  great  preponderance  of  mixed  parishes, 
indicating  a  population  not  yet  largely  massed  in  manu- 
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facturing  centres  or  predominating  over  other  classes  of 
foreigners.  Massachusetts  and  New  Hampshire  show  the 
most  steady  growth,  the  greatest  gains  in  the  former 
State  being  from  1868  to  1877  and  from  1883  to  1890. 
For  all  the  States  the  years  1878-83  show  the  smallest 
proportional  gains.  It  should  be  remembered,  however, 
that  a  corresponding  increase  in  the  number  of  parishes  in 
later  years  is  not  to  be  expected,  the  existing  parishes, 
many  of  which  had  but  small  beginnings,  growing  in  size 
and  importance  as  the  French  Canadian  population  aug- 
mented. A  number  of  places  have  more  than  one  parish, 
among  them  Manchester  and  Nashua,  N.H.,  Pawtucket, 
R.I.,  and  Fall  River,  Worcester,  Fitchburg,  Holyoke, 
Lowell,  and  New  Bedford,  Mass.  The  relative  rank  of 
the  States,  as  regards  the  number  of  parishes  in  1890,  is 
shown  in  the  following  table :  — 


lYmteh  Pari$he9,  Mixed  PariMhs$.  TotcU, 

1.  Maflsachiifletts.  1.  Connecticat.  I.  MMiachiuette. 

2.  New  Hampehire.  2.  Vermont.  2.  Connecticat. 

3.  Rhode  Island.  (  3.  New  Hampshire.  3.  New  Hampshire. 

4.  Vermont.  ( 4.  Massachusetts.  4.  Vermont. 

[6.  Connecticat.  5.  Maine.  5.  Rhode  Island. 

6.  Maine.  6.  Rhode  Island.  6.  Maine. 


As  has  been  said,  an  enumeration  of  the  French  Cana- 
dian population  of  the  United  States  was  first  attempted 
in  the  census  of  1890.  The  returns  showed  587,298 
French  Canadians  in  the  United  States,  of  whom  331,804 
were  in  New  England.  That  the  emigration  from  Canada 
to  this  country  is  by  no  means  predominantly  French 
appears  from  the  fact  that  the  latter  constitute  but  31.59 
per  cent,  of  the  whole  number  of  persons  of  Canadian 
extraction  reported  by  the  census.  The  French  population 
of  Canada,  according  to  the  Canadian  census  of  1891,  was 
1,404,974,*  or  29.07  per  cent,  of  the  total  population  of  the 

*  Objections  were  made  to  this  %ure,  and  the  oensns  does  not  claim  entire 
aoonracy  for  the  enumeration. 
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Dominion.  As  compared,  therefore,  with  the  French 
Canadian  population  at  home,  the  number  who  have  come 
to  the  United  States  is  remarkably  large.  How  large  it 
is  in  comparison  with  the  total  population  of  the  New 
England  States,  however,  may  be  seen  from  the  following 
table :  — 

Total  PopuUgtUm,    Frmich  QmaOlan 

Maine 661,086  38,656 

New  Hampthire 376,530  48,470 

Vermont 332,422  32,291 

MaasaclinBetta 2,239,943  152,891 

Rhode  Island 345,506  34,775 

Connecticat 746,258  24,821 

Total 4,701,746  331,804 

These  figures  show  a  French  Canadian  population  of  a 
fraction  more  than  7  per  cent,  of  the  total  population  of 
New  England.  In  two  States  only,  New  Hampshire  and 
Rhode  Island,  is  it  as  high  as  10  per  cent.  A  comparison 
with  the  total  foreign-born  population  gives  the  following 
results  (the  French  Canadian  column  giving  the  numbers 
of  those  having  one  or  both  parents  foreign-bom)  :  — 


Maine 

New  Hampshire  .... 

Vermont 

BfaaeachnflettB      .... 

Rliode  Island 

Connecticut 

Total 2,204,760 


Total 

FOTCiQnrbOTIi, 

FrmuihOafnoidian, 

Por  oonit* 

150,713 

37,776 

26.06 

121,101 

47,719 

39.40 

104,337 

31,343 

30.04 

1,253,926 

149,046 

11.89 

199,969 

34,225 

17.12 

374,714 

24,337 

6.50 

324,446 


14.71 


In  this  table,  as  in  the  preceding,  the  smallness  of 
the  result  is  significant.  Not  only  ai-e  the  French  Cana- 
dians as  yet  but  a  small  part  of  the  total  population  of 
New  England,  but  they  form  only  a  trifle  more  than  one- 
seventh  of  the  total  foreign-bom  population.  Relatively 
either  to  the  total  population  or  to  the  whole  number  of 
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the  foreign-born,  it  is  clear  that  the  French  Canadian 
"  inyasion  "  of  New  England  has  as  yet  attained  but  very 
moderate  proportions.  The  dangers  attending  the  pres- 
ence among  us  of  this  class  of  foreigners,  if  dangers  there 
are,  must  apparently  be  ascribed  to  other  causes  than 
either  their  absolute  or  their  relative  numbers. 

Quite  the  largest  part  of  the  French  Canadian  popula- 
tion is  to  be  found  grouped  together  in  cities  and  towns. 
Drawn  to  the  manufacturing  centres  at  the  beginning  by 
the  influences  already  referred  to,  and  finding  there  em- 
ployment not  only  steady  and  remunerative,  but  also  in 
agreeable  contrast  to  their  former  occupations  in  Canada, 
they  have  continued  to  mass  themselves  in  the  neighbor- 
hood of  factories  and  mills,  and  show  as  yet  little  ten- 
dency to  spread  themselves  widely  over  the  country. 
Comparatively  few  are  to  be  found  along  the  seashore  or 
among  the  mountains.  Other  forces,  also,  have  operated 
to  keep  them  together,  among  which  their  strong  attach- 
ment to  their  religion,  and  their  essentially  social  nature, 
are,  perhaps,  the  most  prominent.  Taking  the  six  New 
England  States  as  a  whole,  the  largest  proportion  of 
French  Canadians  will  be  found  in  the  smaller  manufact- 
uring towns,  in  a  number  of  which  they  comprise  almost 
the  whole  of  the  foreign  element.  It  is  to  be  regretted 
that  data  for  a  satisfactory  determination  of  the  numbers 
and  growth  of  this  urban  population  are  not  obtainable. 
In  the  three  tables  following  are  presented  figures  which 
will  serve  for  purposes  of  practical  comparison,  although 
but  one  of  them  (the  second)  rests  on  such  data  that 
statistical  accuracy  can  be  claimed.  The  first  table  gives 
the  French  Canadian  population  of  twenty-nine  cities  and 
towns,  from  data  collected  by  Mr.  F.  Gagnon,  editor  of 
Le  TravaUleur^  a  French  paper  published  at  Worcester, 
Mass.,  and  presented  at  the  hearing  given  by  the  Massa- 
chusetts Bureau  of  Statistics  of  Labor  in  1881,  already 
referred  to.     The  localities  selected  were,  according  to  Mr. 
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Gagnon,  those  '^  where  Canadians  are  to  be  found  in  great 
numbers."  * 


Maine, 

Biddeford .    . 

Lewiston  .    . 

WatemUe  . 
N€W  Hampshire. 

Great  Falls    . 

Nashua     .    . 

Rochester.  . 
Ma»Machu8€tts, 

FaU  Rirer 

Fitchborg      . 

Gardner    .    . 

Hayerhm  .    . 

Holjoke    .    . 

Hadson     .    . 

Indian  Orchard 

Lawrence .    . 

Bfanchang     . 


PopuUMon, 

6,500 
5,000 
1,625 

2,500 

3,000 

600 

11,000 

400 

766 
3,200 
6,500 

450 
1,653 
3,500 
1,047 


Placee.  FopuiatUm, 

MoBsaekueetts, — continued. 
MiUbarj 


1,300 
1,200 
1,360 
800 
3,100 
3^0 
2,400 
4,327 

1,400 
7,000 

1,925 
2,400 
1,150 
1,600 

Total 81,158 


New  Bedford 

Northampton 

North  Brookfield 

Sonthbridge 

Spencer 

Webster    . 

Worcester 
Bhode  Island, 

BCanTille   . 

Woonsocket 
Connecticut. 

Baltic   .    . 

GrosTsnordale 

Meriden 

Putnam 


It  will  be  noted  that  Vermont  does  not  appear  in  the 
above  table. 

The  next  table  gives  the  French  Canadian  population 


Plaees. 

Places. 

Population, 

Maine. 

Portland   . 

...         261 

New  Bedford     . 

4,976 

New  Hampshire 

Salem  .... 

.      3,462 

Manchester 

.     .     .     14,081 

Someryille     .    . 

.    .         535 

Massaekusette. 

Springfield    .    . 

3,490 

Boston  .    .    . 

.     .     .      2,623 

Taanton    .    .    . 

.       1,875 

Brockton  .    . 

...         499 

Worcester     .    . 

.      7,413 

Cambridge    . 

.     .     .       1,923 

Bhode  Island. 

Chelsea 

...           92 

Pawtncket     .    . 

2,089 

Fall  River     . 

.     .     .     18,585 

Providence    .    . 

.     .      2,638 

HaTerhill .    . 

.     .     .       8,098 

Connectieut. 

Holjoke    .    . 

.     .     .       9,530 

Bridgeport    .    . 

.     .          431 

Lawrence 

.     .     .      4,548 

Hartford  .    .    . 

561 

LoweU.    .    . 

.     .     .     15,332 

New  Haven  .    . 

.     .          315 

Lynn    .    .    . 

.     .     .       1,302 

Waterbury     .    . 
Total 

.     .       1,567 
.    101,226 

*  TTdrteenth  Annual  Report  (^  the  Massachusetts  Bureau  qf  Statistics  qf  Labor 
p.  18. 
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of  cities  of  25,000  inhabitants  or  over,  according  to  the 
census  of  1890.*  Statistics  for  places  of  less  than  25,000 
inhabitants  are  not  given  by  the  census. 

The  figures  in  the  third  table,  showing  the  estimated 
French  Canadian  population  of  thirty-seven  cities  and 
towns  in  1897,  were  secured  by  means  of  circular  letters 


Plaoci. 

Placet. 

PopuXaUim, 

Maine. 

MasaachusetUt —  co 

ntinued. 

Biddefoid      .    . 

.    .    10,000 

LoweU.    .    . 

.    .    21,500 

Brewer      .    .    . 

.    .         250 

New  Bedford 

.    .     15,000 

Brunswick     .    . 

.    .      2,500 

North  Adams 

.     .      5,000 

Fairfield    .    .    . 

.     .         600 

Northampton 

.     .     .       1,800 

Lewiflton  .    .    . 

.     .     10,960 

Southbridge  . 

.     .       5,500 

Saco     .... 

.     .       1,000 

Spencer     .    . 

.     .      4,000 

WaterriUe     .    . 

.     .      3,500 

Springfield     . 

.     .     .      5,600 

New  Hampthvn. 

Taunton    .    . 

.     .     .       1,500 

Manchester    .    . 

.     .     18,000 

Waltham  .    . 

.     .     .       1,000 

Nashua     .    .    . 

.     .       8,000 

Wobum    .    . 

.     .     .         500 

Vtrmont, 

Worcester 

.     .     13,000 

Burlington    .    . 

.     .      5,000 

Bhode  Island. 

Rutland    .    .    . 

.     .       1,500 

Central  Falls 

.     .     .      5,000 

WinooBki  Falls  . 

.     .       2,900 

Manville   .    . 

.     .      4,000 

Md  stochtuettE, 

Pawtucket     . 

.     .      4,800 

Boston  .... 

.     .      8,200 

Woonsocket  .    . 

.     .     16,000 

Brockton  .    .    . 

.     .         800 

Connecticut. 

Fall  Riyer     .    . 

.     .     30,000 

Bridgeport    . 

.     .         800 

Fitcfabnrg      .    . 

.     .       6,000 

Hartford  .    . 

.     .       1,500 

Holyoke    .    .    . 

.     .     15,000 

New  Haren  . 

.     .       1,200 

Leominster    .    . 

.     .       1,250 

Waterbury    . 

.     .      3,500 

Total 231,660 

of  inquiry  addressed  to  local  officials,  prominent  French 
Canadian  citizens,  and  parish  priests.  The  list  is,  of 
course,  incomplete,  many  of  the  officials  addressed  being 
either  unable  or  unwilling  to  give  the  information  desired. 
With  few  exceptions,  however,  the  replies  received  from 
French  Canadian  correspondents  were  evidently  the  result 
of  careful  investigation.  Where  different  returns  were 
received  from  the  same  locality,  the  lowest  figures  have 

*  Compiled  from  Tables  52,  66,  66,  61,  and  62  of  the  Beport  on  Population, 
PartL 
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been  taken.  Most,  if  not  all,  of  the  returns  rest,  doubt- 
less, upon  estimates  rather  than  careful  enumeration.  As 
the  table  stands,  however,  it  is  probably  a  fairly  correct 
exhibit  of  the  French  Canadian  population  of  the  places 
named  at  the  present  time. 

From  the  foregoing  tables  it  appears  that  in  1890  less 
than  a  third  of  the  French  Canadians  in  New  England 
were  found  in  places  of  26,000  population  or  over,  and 
that,  of  the  number  so  grouped,  74,465,  or  nearly  three- 
fourths,  were  found  in  the  seven  cities  of  Manchester,  Fall 
River,  Holyoke,  Lawrence,  Lowell,  New  Bedford,  and 
Worcester.  Portland,  Brockton,  Chelsea,  and  Somerville 
had  no  important  French  element;  nor  had  any  of  the 
large  Connecticut  cities  except  Waterbury.  In  Boston 
the  French  were  less  than  1  per  cent,  of  the  foreign-bom 
population  in  1890.  For  the  whole  of  the  United  States 
in  the  same  year  the  French  Canadians  having  one  or 
both  parents  foreign-bom  formed  .82  per  cent,  of  the 
whole  number  of  foreign-born.  These  figures  seem  to 
confirm  the  view  that  it  is  not  the  large  cities,  as  such, 
that  attract  this  class  of  foreigners,  but  the  manufactur- 
ing centres,  and  particularly  those  mainly  given  over  to 
the  textile  industries.  Whether  at  the  present  time  the 
proportionate  numbers  in  the  smaller  places  are  as  great  as 
they  were  in  1890  is,  perhaps,  less  certain.  Of  the  281,- 
660  reported  from  thirty-seven  places  in  1897,  97,760,  or 
42.16  per  cent.,  were  in  cities  and  towns  which  in  1890 
had  less  than  26,000  population  each.  It  should  be  noted, 
however,  that  nine  cities,  with  a  French  Canadian  popula- 
tion of  17,869,  which  appear  in  the  table  for  1890,  made 
no  report  in  1897. 

How  far  the  data  at  hand  will  justify  any  very  positive 
conclusions  as  to  the  growth  of  the  French  Canadian  pop- 
ulation, especially  at  the  present  time,  is  not  entirely 
clear.  Some  light  will  be  thrown  upon  the  matter  by 
combining  in  one  exhibit  the  places  from  which  returns 
are  available  for  1890  and  1897. 
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14,081 

18,000 

2,623 

3,300 

499 

800 

18,585 

30,000 

9,530 

15,000 

15,332 

21,500 

4,976 

15,000 

3,490 

5,600 

1,875 

1,500 

7,418 

13,000 

2,089 

4,800 

431 

800 

561 

1,500 

815 

1,200 

1,567 

3,500 
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Fremoh  Ctmadian  J^reneh  Canadian 
Population,  1890.     Population,  1897. 

Manchester,  N.H 

Boston,  Maas 

Brockton,  Haas 

Fall  River,  Ma88 

Holyoke,  Mass. 

Lowell,  Mass 

New  Bedford,  MaM 

Springfield,  Mass 

Tannton,  Mass. 

Worcester,  Mass 

Pawtncket,  R.I 

Bridgeport,  Conn 

Hartford,  Conn 

New  Haren,  Conn 

Waterbory,  Conn. 

Total 83,367  135,400 

The  fifteen  cities  in  the  table  just  presented  show  a 
gain  of  62,083,  or  62.41  per  cent.,  between  1890  and  1897. 
Making  liberal  allowance  for  oyerestimates  in  the  figures 
for  the  latter  year,  the  indication  for  these  localities  is  of  an 
extraordinary  increase.  Moreover,  not  only  is  the  strong 
disposition  of  the  French  Canadians  to  congregate  in  the 
industrial  centres  clearly  shown,  but  it  is  also  apparent 
that  the  larger  populations  grow  the  fastest.  Manchester, 
Lewiston,  Fall  River,  Lowell,  Holyoke,  New  Bedford,  and 
Worcester  are  familiar  names  in  the  Province  of  Quebec. 
They  stand  for  the  greatest  achievements  of  the  race  in 
the  United  States,  the  longest  steps  toward  the  realization 
of  that  greater  New  France  of  which  some  have  dreamed ; 
and  they  naturally  attract  to  themselves  the  largest  pro- 
portion of  the  immigrants  who  now  come.  So  it  has  been 
in  the  past,  and  so  it  is  still. 

Nothing  is  more  common  in  communities  where  the 
French  Canadians  are  numerous  than  to  hear  it  asserted 
with  positiveness  that  they  are  multiplying  with  great 
rapidity,  the  natural  fecundity  of  the  race,  together 
with  more  favorable  conditions  for  survival  in  New  Eng- 
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land  than  in  the  Province  of  Quebec,  being  adduced  as 
proofs.  There  can,  I  think,  be  no  doubt  that  for  a  number 
of  years  the  French  Canadian  population  among  us  grew 
apace.  While  the  immigration  was  at  its  height,  from 
1875  to  1890,  those  who  came  were  numbered  by  thou- 
sands ;  and,  as  they  took  possession  of  one  locality  after 
another,  and  year  by  year  waxed  greater  rather  than  less, 
it  may  well  have  seemed  to  some  that  the  movement 
thus  inaugurated  would  before  long  sweep  the  most  of 
French  Canada  into  the  lap  of  New  England.  In  the 
early  years  this  great  addition  to  the  population  consisted, 
naturally,  almost  entirely  of  the  foreign-born ;  but,  as  the 
number  of  families  increased,  the  natural  growth  of  popu- 
lation began  to  make  itself  felt,  so  that,  while  the  great 
majority  of  the  French  Canadians  were  still  of  foreign 
birth,  the  proportion  of  such  rapidly  decreased.  Of  the 
381,804  French  Canadians  in  New  England  in  1890,  98,- 
459,  or  more  than  28  per  cent.,  were  born  in  the  United 
States. 

In  my  opinion,  however,  there  is  good  reason  for  think- 
ing that  the  high  rate  at  which,  for  a  number  of  years,  the 
French  Canadian  population  of  New  England  increased  is 
no  longer  being  maintained,  and  that  the  present  growth 
presents  no  extraordinary  features.  The  grounds  for  this 
opinion  are  mainly  three.  In  the  first  place,  immigration 
in  the  last  few  years  has  greatly  declined.  There  can  be 
no  question  that  the  current  has  ceased  to  flow  strongly 
from  the  Province  of  Quebec  to  any  part  of  the  New  Eng- 
land States.  Solicited  emigration,  as  has  already  been 
observed,  has  ceased  altogether;  and  the  labor  market  is 
well  supplied.  Ten  or  fifteen  years  ago  the  Grand 
Trunk,  Maine  Central,  Boston  &  Maine,  and  Central 
Vermont  Railroads  handled  the  French  Canadian  traffic 
in  carload  lots:  to-day,  on  these  same  lines,  one  meets 
occasional  families  or  small  parties.  For  the  thirty-seven 
cities  and  towns  from  which  reports  were  received  in 
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1897,  as  shown  in  a  preceding  table,  the  total  number  of 
estimated  annual  arrivals  in  the  last  two  or  three  years, 
taking  the  highest  estimate  in  each  case,  was  only  8,750 ; 
taking  the  lowest  estimate  in  each  case,  2,800.  The  an- 
nual arrivals  at  Fall  River  are  given  at  from  200  to  500  • 
at  Manchester,  300  to  500;  Worcester,  200;  Lowell,  800; 
New  Bedford,  400  in  1896  ;  Holyoke,  «  a  few  hundreds  "  ; 
Pawtucket,  800 ;  New  Haven,  50  to  100 ;  Springfield,  150 
to  200 ;  Hartford,  25  to  50 ;  North  Adams,  500  in  each  of 
the  years  1895  and  1896.  Ten  cities  and  towns,  having  in 
1897  an  estimated  French  Canadian  population  of  13,350, 
report  either  "  very  few  "  arrivals  or  "  none."  Available 
data  seem  clearly  to  indicate  that  the  French  Canadian 
immigration  has  largely  spent  its  force,  and  that  for  the 
immediate  future,  if  not  permanently,  the  volume  will  not 
be  greater  than  might  normally  be  looked  for  in  view  of 
the  numbers  already  here  and  the  nearness  of  Canada  to 
the  United  States. 

In  the  second  place,  while  the  French  Canadians  are 
undoubtedly  a  prolific  race,  it  is  open  to  question  whether 
the  natural  growth  of  population  among  them  is  notice- 
ably greater  than  among  other  races  which  form  parts  of 
our  composite  American  stock.  From  time  to  time  we 
are  reminded  of  the  extraordinary  size  of  French  Canadian 
families,  with  their  twelve,  fifteen,  and  twenty  children. 
That  such  cases  are  not  wholly  exceptional  in  the  Prov- 
ince of  Quebec  there  is  sufficient  proof,  but  I  fancy  that 
one  would  have  to  search  widely  and  carefully  to  find 
many  such  families  in  New  England.  It  is  true  that  the 
French  Canadians  marry  young,  and  that  the  birth-rate  is 
high ;  but  it  is  equally  true  that  the  death-rate,  particularly 
among  children  under  five  years  of  age,  is  also  high.  No- 
where, indeed,  does  the  law  of  the  survival  of  the  fittest 
work  more  obviously  or  more  ruthlessly  than  among  this 
very  class  of  our  foreign  population.  And  there  is  no 
sufficient  reason  why  it  should  not  so  work.    As  we  shall 
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see  later,  neither  the  remuneration  of  the  French  Canadians 
nor  yet  their  standard  of  living  is  higher  than  that  of 
others  in  similar  occupations.  A  majority  of  them,  espe- 
cially in  the  larger  manufacturing  cities,  live  in  crowded 
quarters,  not  seldom  amid  unfavorable  sanitary  and  moral 
conditions.  Precisely  the  same  causes  which  operate  to 
keep  down  the  numbers  of  the  lower  class  of  laborers 
everywhere — lessened  initial  vitality  due  to  excessive 
numbers,  poor  and  insufficient  food  and  clothing,  bad  air, 
disease,  neglect — are  active  among  the  French  Canadians; 
to  which  should  be  added,  as  a  factor  of  some  consequence, 
the  widely  prevalent  use  of  tobacco  among  children  of 
tender  age.  There  is  no  need  of  argument  to  prove  that 
the  inherent  vitality  and  permanent  productiveness  of  a 
race  are  shown,  not  by  the  size  of  the  birth-rate,  but  by 
the  excess  of  births  over  deaths;  not  by  the  number 
brought  into  the  world,  but  by  the  number  who  come  to 
maturity.  Tested  by  this  standard,  it  seems  improbable 
that  the  French  Canadians,  if  left  to  themselves,  will  ex- 
hibit a  natural  increase  of  population  materially  greater 
than  that  of  other  races  similarly  situated.* 

Thirdly,  even  though  it  were  true  that  the  French 
Canadians  are  more  prolific  than  other  races  in  the  sense 
of  showing  a  greater  proportionate  increase  in  the  adult 
population,  any  such  natural  tendency  among  them  would 
be  likely  to  be  checked  to  some  extent  by  intermarriage 
with  other  nationalities.  Now,  while  it  is  a  fact  that  the 
French  Canadians  have  been  remarkably  successful  in 
preserving  the  purity  of  their  blood,  it  is  also  the  case  that, 

*Ib  an  interestingr  artiole  on  **  The  Growth  of  the  French  Canadian  Race  in 
Amerioa,"  in  the  AtmaU  qf  the  American  Academy  <f  Political  and  Social 
SdencCj  September,  1896,  Profeeaor  John  DaTideon  has  shown  that  the  rate  of  in- 
cioaso  of  the  Frenoh  in  Canada  is  not  abnormal,  and  that  "  after  the  first  jear 
the  proportion  liTing  at  any  given  mge  varies  little  from  the  proportion  amongr 
other  Canadiam."  Taking  the  cewns  decades  from  1861  to  1891,  only  in  the 
latter  year  was  the  average  size  of  families  greater  in  Quebec  than  the  average 
for  aU  Canada,  and  in  both  1881  and  1801  it  was  considerably  exceeded  by  the 
average  in  Prince  Edward  Island,  where  the  French  axe  comparatively  few. 
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among  those  now  in  the  United  States,  intermarriage  with 
other  racial  stocks  is  not  uncommon,  and  is,  on  the  whole, 
increasing.  On  this  point  some  interesting  statistics  were 
gathered  by  the  census  of  1890.  A  classification  of  the 
French  Canadian  population  of  New  England,  according 
as  one  or  both  parents  were  bom  in  the  United  States, 
Canada,  or  some  other  foreign  country,  shows  the  follow- 
ing results:  — 


I 


French  Canadian 
fatlien. 


Si  . 

Hi 

9  t» 

lit 


French  Canadian 
mothers. 


PI 


l|| 

lie. 


Total 


331,804   292,538 


18,986    3,379   12,922    3,979 


The  table  on  page  261  shows  the  principal  combinations 
of  French  Canadian  and  foreign  parentage. 

These  facts  seem  to  show  no  invincible  reluctance  on 
the  part  of  the  French  Canadians  to  marrying  outside  of 
their  own  race,  notwithstanding  the  obstacles  which  lan- 
guage and  religion  throw  in  the  way  of  such  unions.  Of 
the  combinations  shown  in  the  preceding  table,  that  of  the 
French  Canadians  and  the  Irish  seems  the  most  remark- 
able and  the  one  least  to  be  expected.  Whether  an  ex- 
planation is  to  be  found  in  the  identity  of  religious  affilia- 
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F.  G.  and 
Canadian 
Engliiib. 

F.  C.  and 
Irish. 

F.  C.  and 
French. 

F.  C.  and 
English. 

F.Cand 
German. 

Maine     .... 
New  Hampehire  . 
Vennont     .    .    . 
MairachnflettB     . 
Rhode  Island.    . 
Connecticat    .    . 

476 
342 
281 
1,129 
202 
94 

85 
143 
276 
U09 
141 
188 

80 

105 

167 

538 

95 

93 

86 
76 
119 
503 
54 
49 

5 

21 
19 
78 
22 
26 

Total      .... 

2,524 

2,042 

1,078 

887 

171 

tion  is  somewhat  doubtful,  the  history  of  Catholic  parishes 
of  mixed  French  and  Irish  recording  numerous  instances 
of  serious  clashing  between  the  two  races.  The  small 
number  of  maniages  between  the  French  Canadians  and 
Germans  is,  doubtless,  due  in  part  to  the  relatively  small 
number  of  the  latter  in  New  England,  the  number  being 
considerably  larger  in  Illinois,  Michigan,  Wisconsin,  and 
Minnesota,  where  the  German  population  is  more  numer- 
ous. In  general,  it  may  be  said  that,  while  the  French 
Canadians  prefer  to  marry  among  their  own  people,  mixed 
marriages  are  not  infrequent,  the  English-speaking  Cana- 
dians, Irish,  French,  and  English  being  the  foreign  ele- 
ments with  which  alliances  are  most  readily  formed. 

What  has  been  said  justifies,  I  think,  the  conclusion 
that  the  maintenance  among  us  of  a  distinct  French  Cana- 
dian element,  largely  of  one  common  stock,  is  not  to  be 
looked  for.  The  falling  off  of  immigration,  the  absence  of 
any  unusual  rate  of  natural  increase,  and  the  tendency  to 
mixed  marriages,  all  point  in  that  direction.  Partaking 
in  as  full  measure  as  their  circumstances  allow  of  the 
opportunities  and  advantages  of  American  life,  the  impulse 
to  adopt  American  ways,  and,  in  consequence,  the  Ameri- 
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can  point  of  view,  is  not  likely  to  be  permanently  resisted ; 
while  the  disposition  to  remain  by  themselves,  natural 
enough  in  the  early  years  of  sojourn  in  a  foreign  land,  is 
decidedly  weakened  by  increased  familiarity  with  the 
English  language  and  a  widening  range  of  permanent 
interests.  Such  religious  and  social  influences  as  are 
brought  to  bear  to  induce  them  to  maintain  their  solidar- 
ity, although  factors  of  great  importance  in  determining 
the  probable  future  of  the  race  in  New  England,  are  after 
all,  as  we  shall  see,  essentially  forces  operating  from  with- 
out, appealing,  for  the  most  part,  to  no  deeper  motives 
than  pride  of  place  and  name.  To  regard  the  French 
Canadians  as  a  permanently  insoluble  element  in  New 
England  society  is,  I  am  convinced,  at  once  to  misinter- 
pret and  to  disparage  them. 

Turning  now  to  the  question  of  occupations,  we  find 
that  the  French  Canadians  are  still,  as  they  have  always 
been  in  New  England,  predominantly  an  operative  class. 
While  the  circumstances  under  which  they  began  to  come 
have  materially  changed,  the  field  in  which  they  then 
found  assured  and  remunerative  employment  has  con- 
tinued to  attract  them  more  strongly  than  any  other. 
According  to  the  census  of  1890,  58.17  per  cent,  of  the 
French  Canadians  engaged' in  gainful  occupations  in  the 
United  States  were  found  in  manufacturing  and  mechani- 
cal industries,  this  percentage  being  higher  than  for  any 
other  race.  Various  forms  of  domestic  and  personal  ser- 
vice engaged  18.1  per  cent. ;  agriculture,  fishing,  and  min- 
ing, 13.87  percent. ;  trade  and  transportion,  8.73  per  cent.; 
and  professional  occupations,  1.18  per  cent.  The  propor- 
tion of  females  employed  was  very  high.  The  number  of 
foreign-born  French  Canadians  in  gainful  occupations  in 
New  England  in  1890,  according  to  the  classification 
adopted  by  the  census,  was  as  follows:  — 
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OOOUPATIOVB. 

I. 
▲gricolt. 
ore,  fish, 
inii;,  and 
mining. 

II. 

Profea- 
siona. 

UI. 

Domeatie 

and  personal 

serrioe. 

IV. 

Trade  and 
transpor- 
tation. 

V. 

Mannfact- 
nres. 

M. 

W. 

M. 

F. 

M. 

62 
78 
60 
828 
78 
46 

F. 

84 
40 
47 
128 
86 
20 

M. 

F. 

M. 

F. 

41 
78 
8 
282 
86 
88 

M. 

F. 

Me. 
N.H. 
Vt. 
Mass. 

R.I. 
Conn. 

9,100 
18,687 

6,661 
88,184 

8,996 

6,064 

4,860 
6,946 
736 
16,647 
4.211 
2.418 

982 

1,168 

2.186 

2,248 

888 

822 

18 

4 
16 
12 

1 
8 

2,149 
3.608 
1,486 
6,846 
1,616 
788 

812 
409 
898 
1,260 
119 
117 

066 

1,418 
648 

4,268 
962 
638 

4,962 

8,480 

2,319 

26,964 

4,221 

8,946 
6,480 
828 
14,000 
4.0S6 
2,241 

Total 

88,681 

84,286 

1,484 

64 

620 

299 

14,840 

2,648 

8,664 

442 

1 

61,964 

80,980 

The  next  table  shows,  in  connection  with  the  total 
French  Canadian  population  of  each  State,  the  totals  for 
all  occupations  and  for  each  of  the  five  classes  of  occupa- 
tions as  above,  without  distinction  of  sex :  — 


Total  F.C. 

All  occu- 
pations. 

I. 

II. 

IIL 

IV. 

V. 

Maine    .... 
Hew  Hampshire 
Vermont   .    .    . 
Massachusetts  . 
Bhode  Island     . 

88.666 
48,470 
82,291 
168,891 
84,n6 
24,881 

13,460 
80,833 

7,876 
64,781 
18,212 

8,477 

1,000 
1,167 
2.162 
2,267 
889 
686 

86 
118 

97 
446 
107 

66 

2^1 
8,012 
1,824 
7,606 
1.684 
866 

996 

1,486 

666 

4,610 
988 
670 

8,907 
14,860 

2.647 
89,964 
10,094 

6,468 

Total      .... 

881,804 

117,829 

7.488 

919 

17.892 

9,106 

82,924 

These  figures  show  that  rather  more  than  half  of  the 
French  Canadian  population  of  New  England  in  1890 
were  engaged  in  gainful  occupations  of  various  sorts. 
The  range  of  employments  is  now  wide,  and  tends  to 
increase  as  the  population  becomes  more  stable,  and  the 
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comparative  advantages  of  different  occupations  are  more 
clearly  perceived.  To  a  considerable  extent,  the  French 
Canadians  now  have  their  own  physicians,  lawyers,  den- 
tists, and,  of  course,  priests.  Many  are  skilled  mechanics, 
especially  carpenters,  painters,  plumbers,  masons,  machin- 
ists, and  engineers,  while  a  respectable  number  are  builders 
and  contractors.  Nearly  all  branches  of  trade  are  numer- 
ously represented,  particularly  such  as  handle  the  neces- 
saries and  more  common  conveniences  of  life.  Large 
establishments  and  wholesale  houses,  however,  are  infre- 
quent. Most  large  shops,  in  communities  where  the 
French  Canadians  are  numerous,  find  it  to  their  advan- 
tage to  employ  French  clerks  or  attendants,  as  well  as 
American.  The  French  Canadians  do  not  seem  to  like 
the  sea,  and  very  few  of  them  are  sailors  or  fishermen; 
but  they  are  found  everywhere  in  the  logging  camps  and 
in  rafting  operations,  especially  in  Maine.  French  Cana- 
dian policemen,  firemen,  and  watchmen  are  common. 
Farming  is  not  a  favorite  occupation,  although  many  have 
taken  up  farms  in  remote  places,  and  by  industry  and 
frugality  have  attained  fair  success.  In  some  parts  of 
Vermont  one  hears  complaint  of  the  extent  to  which  they 
have  taken  possession  of  old  and  run-down  farms,  and 
established  themselves  where  before  scarce  any  foreigners 
could  be  found.  Many,  of  course,  are  common  laborers, 
or  eke  out  an  uncertain  livelihood  at  such  work  as  re- 
quires the  minimum  of  intelligence  and  skill.  The  women, 
among  whom  work  is  honorable,  are  frequently  found 
assisting  their  husbands  or  brothers  in  shops  and  stores, 
while  entering  largely  into  the  skilled  occupations  common 
to  their  sex.  They  are  not,  however,  as  a  rule,  very  satis- 
factory as  domestic  servants,  comparing  unfavorably  with 
the  Irish  in  this  respect. 

It  is  as  operatives,  however,  that  the  French  Canadians 
are  most  commonly  thought  of^  and  as  such  that  they  are 
most  in  evidence.     As  the  statistics  show,   82,924,  or 
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over  70  per  cent,  of  the  total  number  employed  in  New 
England  in  1890,  were  in  manufacturing  and  mechanical 
industries ;  and,  of  this  number,  quite  the  largest  propor- 
tion were  to  be  found  in  factories  and  mills.  As  we  have 
seen,  there  are  good  historical  reasons  for  this ;  but.  much 
is  also  attributable  to  the  nature  of  the  workman  himself. 
From  the  standpoint  of  the  employer,  the  French  Cana- 
dian has  many  of  the  qualities  of  an  ideal  ^^  hand."  He  is 
quick  to  learn,  active  and  deft  in  his  movements.  He 
is  contented  with  his  work,  and,  usually,  with  his  wages ; 
and  he  does  not  expect  undue  consideration.  Docility 
is  one  of  his  most  marked  traits.  He  is  not  over-energetic 
or  ambitious.  His  main  concern  is  to  make  a  living  for 
himself  and  his  family,  and,  if  that  seems  to  have  been 
attained,  he  is  little  troubled  by  restless  eagerness  to  be 
doing  something  higher  than  that  in  which  he  is  at  present 
engaged.  Above  all,  he  is  reluctant,  as  compared  with 
the  Irish,  to  join  labor  unions,  and  is  loath  to  strike.  His 
easy  satisfaction  with  moderate  proficiency  partly  accounts 
for  the  fact,  reported  by  many  mill  agents,  that  compara- 
tively few  become  competent  and  reliable  foremen  or 
overseers,  and  that  the  French  Canadians  are  likely  to 
work  best  under  the  supervision  of  some  one  not  of  their 
own  race. 

How  far,  however,  the  French  Canadians  constitute  at 
the  present  time  a  distinct  factor  of  much  importance  in 
the  industrial  world  of  New  England,  is  a  question  on 
which  it  is  not  altogether  easy  to  pass  a  confident  judg- 
ment. It  is  certain  that  for  a  time,  when  contract  immi- 
gration was  at  its  height,  their  numbers  and  their  necessi- 
ties tended  unmistakably  to  lower  wages  in  the  industries 
in  which  they  were  engaged.  They  were  willing  to  work 
for  less  than  others,  and  for  that  very  reason  were  im- 
ported. But  I  doubt  very  much  if  this  is  as  true  now  as 
it  was  formerly.  The  general  testimony  of  manufacturers, 
so  far  as  I  have  been  able  to  obtain  it,  as  well  as  of  many 
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prominent  French  Canadians  and  local  officials,  is  that 
the  wages  of  French  Canadian  operatives  are  now  practi- 
cally the  same  as  the  wages  of  others,  for  the  same  kind 
and  grade  of  work ;  and,  while  this  is  not  the  same  thing 
as  saying  that  wages  have  not  declined,  any  very  noticea- 
ble decrease  due  to  the  presence  of  this  particular  class  of 
foreigners  would  be  likely  to  be  remarked  by  those  cor- 
respondents plainly  hostile  to  the  French  Canadians. 
Moreover,  although  the  Fi'ench  Canadian  immigration 
has  been  large  and  rapid,  it  is  only  a  small  part  of  the 
total  foreign  immigration  which  has  poured  into  New 
England  in  the  last  twenty  years.  Of  the  cities  of  25,000 
population  or  over,  noted  in  a  preceding  table,  Man- 
chester, N.H.,  was  the  only  one  in  which  in  1890  the 
French  Canadians  outnumbered  the  Irish,  while  in  Fall 
River  and  New  Bedford  the  numbers  of  the  two  races 
were  nearly  equal.  Only  in  Maine  and  New  Hampshire 
did  the  number  of  persons  having  either  father  or  mother 
French  Canadian  born  exceed  the  number  of  those  having 
one  or  both  parents  bom  in  Ireland.  There  would  seem 
to  be  no  reason  why  any  general  effect  upon  wages 
should  be  attributed  to  the  presence  of  the  one  class 
rather  than  the  other.  As  a  matter  of  fact,  of  course, 
wages  are  the  result  of  the  operation  of  competitive 
forces,  little  regardful  of  race  lines;  and,  even  if  the 
French  Canadians  were,  from  any  cause,  willing  to  work 
permanently  for  lower  wages,  their  numbers  are  too  small 
to  enable  them  to  fix  a  standard,  except,  perhaps,  for 
some  small  community  in  which  they  preponderate,  and 
where  outside  competition  is  not  effective.  Of  344,610 
persons  employed  in  manufacturing  and  mechanical 
industries  in  New  England  in  1890,  only  82,924  were 
French  Canadians. 

Where  the  French  Canadians  have  the  advantage  of 
other  classes  of  foreigners  is  in  their  ability  to  live  cheaply 
and,  according  to  their  standards,  comfortably  on  a  small 
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income,  and  at  the  same  time  save  money.  To  an  unusual 
degree  they  have  the  virtues,  not  too  common  among  the 
working  classes  in  America,  of  industry,  frugality,  and 
thrift.  In  spite  of  moderate  ambitions  they  are  not  lazy, 
but  prefer  to  work,  if  work  can  be  had.  They  live  at  a 
minimum,  spend  less  than  they  earn,  and  save  the  differ- 
ence. Savings-bank  deposits,  large  holdings  of  real  estate^ 
and  extensive  ecclesiastical  properties,  not  to  mention  the 
large  sums  formerly  sent  to  Canada,  offer  abundant  testi- 
mony to  their  "effective  desire  of  accumulation."  But 
the  French  Canadian  is  not  thereby  disposed  to  work  for 
less.  He  merely  saves  more.  It  is  in  his  evident  content- 
ment and  prosperity,  his  command  of  financial  resources  as 
the  fruit  of  economical  living,  that  he  most  frequently  in- 
curs the  dislike  of  his  fellow-workmen,  and  hears  his  race 
dubbed  "the  Chinese  of  the  East."  Rarely  is  he  an 
object  of  public  charity  or  poor  relief.  It  is  from  his  own 
earnings  that  he  pays  his  physician,  provides  food,  cloth- 
ing, and  shelter  for  his  family,  and  buries  his  dead. 

I  am  unable  to  think,  therefore,  that  the  presence  of 
the  Canadian  French  any  longer  gives  to  employers  ad- 
vantages which  they  would  not  otherwise  possess,  or  con- 
stitutes to  the  laboring  classes  in  New  England  a  menace 
and  a  threat.  The  inevitable  tendency  to  uniformity  of 
condition  makes  strongly  against  the  perpetuation  of 
incidental  distinctions.  Employers  hire  men,  not  races. 
Certainly,  in  comparison  with  many  aliens  who  throw 
themselves  upon  the  hospitality  of  the  United  States,  the 
French  Canadians  represent  a  relatively  high  grade  of 
intelligence  and  morality;  and,  while  they  have  yet  to 
demonstrate  their  permanent  worth  as  citizens,  industri- 
ally they  do  not  seem  to  be  playing  either  an  objectionable 
or  an  unworthy  part. 

For  a  number  of  years  after  the  French  Canadians 
began  to  come  to  New  England,  the  permanency  of  their 
stay  was  generally  regarded  as  an  open  question,  with  the 
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indications  pointing  to  a  negative  answer.  Certain  it  is 
that  the  larger  part  of  the  first  arrivals  showed  little 
disposition  to  make  permanent  homes  in  ^Hhe  States.*' 
Driven  by  poverty  at  home  to  seek  employment  abroad, 
most  of  them  stayed  only  long  enough  to  save  a  few  hun- 
dred dollars,  and  then  returned  to  Canada.  So  there  were 
to  be  found  along  the  main  lines  of  travel  two  well-defined 
movements  of  population:  one  from  the  Province  of 
Quebec  to  New  England ;  and  the  other,  somewhat  smaller 
and  less  uniform,  from  New  England  back  to  Quebec. 
With  every  energy  bent  to  the  accomplishment  of  the  one 
object  of  saving  the  largest  possible  amount  of  money 
in  the  least  time,  the  French  Canadians  not  only  accepted 
employment  wherever  it  was  to  be  had  and  on  whatever 
terms,  but  lived  often  in  a  manner  little  adapted  to  con- 
ciliate their  English-speaking  neighbors.  It  was  essen- 
tially a  shifting  population,  with  scarce  any  appearance  of 
permanence.  The  amount  of  money  sent  to  Canada  from 
the  manufacturing  towns  of  New  England  was  very  great, 
and  formed  another  cause  of  the  ill-will  with  which  these 
aliens  were  regarded.  Perhaps  nothing  illustrates  better 
the  marked  change  which  has  taken  place  in  the  status  of 
the  French  Canadians  than  the  almost  complete  trans- 
formation at  both  of  these  points.  Very  few  of  the 
French  now  return  to  Canada  to  stay,  or  even  look  for- 
ward to  such  a  possibility ;  and  the  amount  of  money  now 
sent  out  of  the  country,  while  considerable,  is  very  small 
in  comparison  with  former  figures. 

Among  the  surest  indications  of  a  disposition  to  per- 
manency in  a  foreign  population  are,  first,  the  increased 
number  of  real  estate  owners,  and,  second,  the  number  of 
voters.  On  neither  of  these  points,  so  far  as  the  French 
Canadians  are  concerned,  does  it  seem  practicable  to 
obtain  statistics  at  once  accurate  and  complete ;  but  such 
figures  as  are  to  be  had  are  in  the  highest  degree  instruc- 
tive.     The   thirty-seven    cities  and    towns  from   which 
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returns  were  received  in  1897  reported  7,409  French 
Canadian  owners  of  real  estate,  holding  property  of  an 
assessed  value  of  $13,579,158.  This  does  not  include  the 
very  large  amount  of  real  property  devoted  to  religious 
and  educational  purposes.  I  have  taken  the  lowest  esti- 
mates in  each  case.  There  can  be  no  question  that  the 
totals  for  all  of  the  New  England  States,  if  they  could  be 
procured,  would  far  exceed  these  figures.  Both  in  num- 
ber and  in  value  the  holdings  have  increased  rapidly 
in  the  last  ten  years,  and  the  increase  still  continues. 
Aside  from  church  and  school  property, —  the  value  of 
which  must  now  be  reckoned  among  the  millions,  largely 
free  of  encumbrance, —  the  real  estate  held  by  the  French 
Canadians  is  mainly  residence  property,  though  in  the 
larger  centres  the  amount  of  business  property  owned  by 
them  is  considerable.  While  large  numbers  of  the  French 
still  live,  of  necessity,  in  corporation  tenements  and  board- 
ing-houses, one  of  the  strongest  desires  among  them  is 
to  own  their  own  homes ;  and^  in  the  accomplishment  of 
this  object,  they  have  availed  themselves  largely  of  the 
facilities  offei*ed  by  building  and  loan  associations.  It 
should  be  remembered  that  in  many  small  manufacturing 
towns  the  individual  ownership  of  real  estate  is  rendered 
difficult  through  the  ownership  of  large  parcels  of  land 
by  the  corporation,  and  the  requirement  that  all  employees 
shall  live  in  the  tenements  of  the  company.  Mr.  Gagnon, 
in  his  testimony  before  the  Massachusetts  Bureau  of 
Statistics  of  Labor  in  1881,  gave  a  good  case  in  point.* 
Grosvenordale,  Conn.,  including  Mechanicsville,  had  a 
French  Canadian  population  of  2,400,  of  whom  only 
twelve  were  real  estate  owners;  Gardner,  Mass.,  with  a 
French  Canadian  population  of  only  766,  had  seventy- 
three  owners  of  real  estate.  It  is  probable  that  a  good 
deal  of  the  residence  property  everywhere  represents  a 
relatively  high  cost  to  its  owners,  much  of  it  having  been 

*  Thirteenth  Annual  Beport  (1882),  p.  20. 
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bought  on  various  schemes  of  partial  payments,  at  high 
rates  of  interest. 

These  figures  show  substantial  and  permanent  gains. 
No  less  remarkable  is  the  progress  in  the  direction  of 
citizenship.  The  same  cities  and  towns  from  which 
statistics  of  property-holding  have  just  been  given  report 
17,448  French  Canadian  voters  in  1897 ;  and  this  number, 
like  the  other,  is  undoubtedly  much  smaller  than  the  total 
for  New  England.  Taking  into  account  all  the  circum- 
stances, the  showing  is  highly  creditable.  It  should  not 
be  forgotten  that  the  conditions  on  which  suffrage  is 
granted  are  less  easy  in  New  England  than  in  many  of 
the  States  of  the  Union.  While  nearly  one-third  of  the 
States  extend  the  privilege  of  voting  to  aliens  who  have 
resided  in  the  country  for  various  periods,  not  exceeding 
two  years,  and  declared  their  intention  to  become  citi- 
zens, complete  naturalization,  conditioned  on  five  years' 
residence,  is  required  in  all  of  the  New  England  States. 
Further,  in  Maine,  Massachusetts,  and  Connecticut  the 
voter  must  be  able  to  read  the  English  language, —  a 
requirement  of  some  seriousness  in  the  case  of  a  foreigner 
already  in  middle  life.  A  suggestive  feature  of  the 
matter  is  seen  in  the  fact  that,  as  a  rule,  the  impulse  to 
seek  naturalization  has  come  from  the  French  Canadians 
themselves,  in  the  persons  of  a  few  of  their  leaders. 
The  French  Canadians  have  never  been  sought  after 
.and  catered  to,  in  any  noticeable  degree,  by  either  of 
the  great  political  parties;  nor  has  their  disposition  to 
qualify  for  the  franchise  been  greeted  with  cordiality 
by  any  class  of  Americans.  On  the  other  hand,  it  may 
be  doubted  whether  the  rank  and  file  have  as  yet  devel- 
oped a  very  keen  interest  in  the  subject.  It  is  the  leaders 
who,  convinced  that  the  race  has  come  to  stay,  have 
determined  to  secure  for  their  countrymen,  as  rapidly  as 
possible,  the  privileges  and  rights  of  American  citizen- 
ship. 
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It  will  be  conyenient  to  combine  in  one  exhibit  the 
statistics  of  voters,  property  owners,  and  valuation,  for 
a  number  of  cities  and  towns  having  a  large  French  Cana- 
dian population,  as  reported  in  1897. 

BsHnuUed    EHimateA  fwjon-    KstimusUd 
numJbwr  qf      ber  qf  otim&n         value  of 
Plaeet.  voters,         qf  recU  ettate,       rsalBttaie. 

Biddeford,  Me 600  200  $300,000 

BmuBwick,  Me 150  58  100,000 

LewiBton,  Me. 800  202  623,030 

WateryiUe,  Me. 600  350  500,000 

Manchester,  N.H 1,350  600  900,000 

Naflhna,N.H 500  -J»  — * 

Winooeki  FallB,  Yt 350  300  400,000 

Fall  River,  Mass 1.500  — f  2,000,000 

Fifcchbarg,  Man 326  326  481,325 

Holjoke,  Mags. 1,000  — •  — • 

Lowell,  Mass 1,300  305  975,000 

New  Bedford,  Mass 472  375  902,053 

North  Adams,  Mass 450  147  816,000 

Sonthbridge,  Mass. 400  225  400,000 

Spencer,  Mass 350  1,000  200,000 

Springfield,  Mass 500  150  12,000$ 

Worcester,  Mass. 1,407  350  1,000,000 

Central  Falls,  R.I.  ......     .  650  253  750,000 

Manville,  R.1 250  200  — * 

Fawtncket,  R.1 420  650  850,000 

Woonsocket,  R.I 1,300  500  1,500,000 

Waterbnrj,  Conn 600  130  340,000 

It  does  not  appear  that  the  French  Canadians  are  in- 
clined to  attach  themselves  en  masse  to  any  one  political 
party.  Although  the  general  introduction  of  the  secret 
ballot  has  almost  wholly  done  away  with  the  coercion  and 
intimidation  of  employees  which  formerly  disgraced  elec- 
tions in  not  a  few  manufacturing  towns,  the  French  Cana- 
dians are  still  somewhat  prone  to  take  their  national  poli- 
tics from  their  employer,  not  through  fear  or  servility,  but 
rather  from  a  feeling  that  the  employer,  with  his  obviously 
greater  interests,  must  be  right.     In  local  elections  it  is 

•  No  definite  report  t  *<  860  pay  taxes  of  $50  or  orer." 

t  Apparently  an  error 
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frequent  testimony  that  they  are  not  to  be  counted  on  to 
support  either  party  or  any  general  policy,  but  are  liable 
to  put  their  votes  up  for  sale,  not  for  money,  but  for  politi- 
cal or  social  concessions.  The  French  Canadian  is  not 
venalj  in  the  sense  of  being  open  to  bribery  with  money, 
but  his  instinct  of  self-government  is  rather  rudimentary, 
and  his  docility  makes  him  the  easy  dupe  of  demagogues, 
who  play  upon  his  ignorance,  his  pride,  or  the  selfish  and 
temporary  interest  of  his  class  or  race,  sometimes  with 
disastrous  results. 

A  respectable  number  have  held  political  office.  The 
legislatures  of  each  of  the  New  England  States  have  had, 
as  some  of  them  still  have,  French  Canadian  members;  and 
the  race  is  frequently  represented  in  city  councils  and 
boards  of  selectmen  in  communities  in  which  French 
Canadians  are  numerous.  Other  offices  commonly  held 
by  them  are  those  of  deputy  sheriff,  justice  of  the  peace, 
notary  public,  assessor  and  collector  of  taxes,  coroner, 
and  postmaster,  together  with  positions  on  various  State 
boards,  local  boards  of  health,  and  school  committees. 
Comparisons  at  this  point,  for  any  purpose,  should  of 
course  be  made  with  the  number  of  voters,  not  with  the 
total  French  Canadian  population. 

There  remains  to  be  considered  the  threefold  question 
of  religion,  education,  and  language.  It  is  at  these  points 
that,  from  the  time  of  their  first  arrival  in  New  England 
to  the  present  day,  the  French  Canadians  have  been  most 
seriously  disparaged  and  most  bitterly  denounced. 

The  French  Canadians  are,  with  no  exceptions  worth 
considering,  Roman  Catholics.  Brought  up  in  Canada  in 
the  faith  and  practices  of  the  Church,  they  cling  to  it  here 
as  there,  and  their  children  do  not  forsake  it.  In  the 
early  days  of  their  sojourn  in  New  England  the  Church 
in  Canada  was  indisposed  to  exert  itself  on  their  behalf. 
Their  coreligionists  in  their  new  home  viewed  them  with 
suspicion  and  dislike  as  disturbers  of  the  economic  peace, 
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and  their  language  stood  as  a  barrier  between  them  and 
the  ministrations  which  they  craved.  In  the  mixed  par- 
ishes of  French  and  Irish  there  was  frequent  clashing, 
sometimes  open  rupture.  So  far  as  religious  and  moral 
training  were  concerned,  thej  were  as  sheep  having  no 
shepherd.  It  is  to  Bishop  Goesbriand  of  the  diocese  of 
Vermont  that  the  credit  belongs  of  first  endeavoring  to 
care  systematically  for  these  scattered  and  neglected 
French.  Father  Hamon  has  vividly  recounted  the  ardu- 
ous and  self-denying  labors  of  this  zealous  prelate,  and  the 
long  struggle  for  the  acceptance  and  realization  of  his 
policy.  That  policy  was,  in  brief,  to  gather  the  French 
Canadians  into  separate  parishes  under  the  charge  of 
French-speaking  priests.  Bishop  Goesbriand  being  firmly 
convinced  that  in  this  way  only  could  the  loss  to  the 
Church  of  many  thousands  of  its  members  be  averted. 
The  extent  to  which  this  policy  has  been  adopted  may  be 
learned  from  the  list  of  parishes  given  on  an  early  page  of 
this  article.  Opposed  for  a  time  by  the  hierarchy  at  Que- 
bec, and  viewed  askance  by  the  authorities  of  the  Church 
in  New  England,  it  has,  nevertheless,  won  its  way  rapidly 
to  a  position  of  general  acceptance.  At  the  present  time, 
wherever  considerable  numbers  of  Canadian  French  are 
gathered,  French  parishes  and  French  priests  are  the  rule ; 
and,  while  mixed  parishes  are  still  numerous,  they  will 
usually  be  found  to  contain  either  a  small  proportion  of 
French  Canadians,  or  else  a  small  proportion  of  any  other 
race. 

Along  with  the  organization  of  separate  parishes  has 
gone,  somewhat  less  widely,  the  establishment  of  paro- 
chial schools.  These  schools,  under  the  direct  charge  of 
the  parish  priests,  with  teachers  drawn  from  the  various 
Catholic  sisterhoods,  give  instruction  in  the  usual  element- 
ary subjects*  in  both  English  and  French,  a  half  day's 
session  being  usually  devoted  to  exercises  in  each  lan- 
guage.   Probably  a  large  majority  of  the  French  Gana- 
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dian  children  are  to  be  found  enrolled  in  these  schools, 
although  I  have  not  been  able  to  obtain  figures  showing 
the  number;  and  to  a  large  proportion  the  parochial 
school  is  the  beginning  and  end  of  the  educational  course. 
Save  in  a  few  of  the  larger  cities,  the  public  schools  make 
little  or  no  provision  for  children  who  cannot  speak  Eng. 
lish ;  and,  while  the  public  schools  are  free  to  all,  many 
of  those  who  most  need  education  derive  scanty  benefit 
from  them  because  of  the  obstacle  of  language.  Not 
many  French  Canadian  childi*en  complete  a  grammar 
school  course,  although  the  number  is  much  larger  than 
formerly;  and  comparatively  few  reach  the  high  school. 
The  love  of  knowledge  among  them  is  not  keen,  and  the 
temptation  of  the  factory  and  shop  is  strong.  > 

These  two  forces  of  church  and  school  are  the  two  most 
powerful  agencies  for  the  maintenance  of  distinctive  racial 
and  social  characteristics  among  the  French  Canadians. 
The  authority  aud  influence  of  the  priest  are  very  great. 
He  is  not  only  the  religious  head  and  guide  of  the  parish, 
but  the  adviser  and  counsellor  ef  every  member  in  it. 
To  him  are  referred  the  greatest  variety  of  questions, — 
personal  and  family  troubles,  labor  disputes,  political 
programs,  financial  and  business  undertakings;  and,  on 
each  and  all,  his  opinion  carries  the  utmost  weight.  In 
the  maintenance  of  law  and  order  his  influence  is  indis- 
pensable. Many  a  community  of  Canadian  French  owes 
its  general  good  peace  and  orderliness  far  more  to  the 
priest  than  to  the  police. 

But  the  parochial  school  and  the  Church  are  also 
immensely  potent  in  confirming  and  perpetuating  the 
use  of  French  as  the  language  of  common  intercourse. 
With  systematic  instruction  in  the  use  of  French,  with 
French-speaking  teachers  and  priests,  and  with  French 
as  one  of  the  media  in  the  services  of  the  Church,  the 
Canadian  finds  his  incentive  to  learn  English  mainly  in 
the  needs  of  his  industrial  or  business  life.    Few  French 
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Canadians,  when  they  come  to  the  United  States,  can 
speak  English ;  and  the  older  people,  especially  the  women, 
often  do  not  learn  it  at  all,  even  after  many  years  of 
residence.  With  the  young  people  it  is  different.  To 
them  the  mastery  of  the  -  language  sufficiently  to  make 
themselves  understood  is  not  difficult,  and  is,  moreover, 
a  valuable  part  of  their  stock  in  trade.  But,  in  learning 
English,  they  do  not  cease  to  use  French.  In  nine  cases 
out  of  ten  the  young  Frenchman  learns  to  speak  an 
imperfect  English,  because  his  chance  of  earning  good 
wages  is  thereby  enhanced;  but  he  worships  in  French, 
and  French  continues  to  be  the  language  of  his  home  and 
his  friends. 

In  the  perpetuation  of  the  French  language  quite  the 
strongest  influence,  next  to  that  of  the  Church  and  the 
school,  is  wielded  by  the  societies  of  St.  Jean  Baptiste. 
These  societies,  in  character  partly  social  and  partly 
philanthropic,  are  to  be  found  in  nearly  or  quite  all  the 
French  Canadian  parishes,  and  in  many  mixed  parishes 
as  weU.  The  membership  comprises  the  leading  men  of 
the  parish,  through  whom,  consequently,  the  society 
comes  to  exercise  great  weight  in  parish  affairs.  Con- 
ducting all  their  proceedings  in  French,  the  spirit  and 
objects  of  these  organizations  are  well  summed  up  in 
the  motto,  "  Notre  Religion,  notre  Langue,  nos  Moeurs." 
To  safeguard  and  advance  the  interests  of  the  French 
Canadians  in  the  United  States,  to  preserve  the  unity  and 
identity  of  the  race,  and  especially  its  language,  customs, 
and  religion,  are  the  chief  aims  of  the  national  society  of 
St.  Jean  Baptiste;  and  to  these  they  have  adhered,  and 
still  adhere,  with  resoluteness  and  tenacity,  notwithstand- 
ing all  the  liberalizing  and  Americanizing  tendencies  of 
the  Roman  Church,  and  in  spite  of  the  condemnation  of 
the  Baltimore  Congress,  in  1889,  in  its  declaration  that 
**  national  societies,  as  such,  have  no  reason  for  existence 
in  the  Church  in  this  country." 
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It  can  hardly  be  necessary  for  me  to  say,  in  this  con- 
nection, that  I  hold  no  brief  either  for  or  against  the 
French  Canadians ;  and  I  am  certainly  not  unmindful  of 
the  enormous  impulse  to  social  betterment  emanating 
from  the  Roman  Catholic  Church.  I  can  but  think,  how- 
ever, that  the  evident  purpose  of  French  Canadian  leaders, 
lay  and  clerical,  to  preseiTC,  if  possible,  the  distinctive 
characteristics  and  the  language  of  their  race  in  this 
country,  justly  exposes  them  and  their  followers  to  criti- 
cism and  suspicion.  Protestations  of  loyalty  and  patriot- 
ism, while  doubtless  sincere,  nevertheless  ring  hollow  to 
the  average  man,  when  accompanied,  as  in  this  case,  by 
zealous  and  systematic  measures  to  keep  themselves 
apart.  Whatever  the  reality  may  be,  the  appearance  is 
un-American.  Neither  the  spirit  nor  the  conditions 
of  American  life  are  favorable  to  the  maintenance  of 
distinct  groups  of  population,  bounded  by  lines  of  race, 
and  kept  together  by  the  twin  forces  of  a  common  lan- 
guage and  a  common  religion ;  and  so  long  as  the  French 
Canadians,  either  of  their  own  motion  or  under  the  direc- 
tion of  their  leaders,  occupy  such  a  position,  no  amount 
of  property-holding,  no  general  exercise  of  the  suffrage, 
and  no  patriotic  declarations  or  services  will  suffice  to 
remove  the  impression  that  they  are  still,  in  essential 
spirit,  aliens  and  foreigners,  living  among  us  because  to 
do  so  is  pleasant  and  profitable,  and  not  because  they 
genuinely  mean  to  become  one  with  us. 

While,  however,  the  attitude  of  the  French  Canadians 
at  this  point  seems  to  me  to  call  only  for  condemnation,  I 
am  not  inclined  tb  think  that  the  evils  likely  to  result 
from  it,  save  to  the  good  name  and  influence  of  the  French 
Canadians  themselves,  are  very  serious.  The  very  policy 
of  isolation,  putting  the  race  as  it  does  on  the  defensive, 
seems  doomed  in  the  nature  of  things  to  failure.  For  that 
policy  rests  upon  the  theory  that  a  distinct  national  type, 
formed  in  one  country  during  generations  of  undisturbed 
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growth,  can  be  made  to  persist  in  another  country  where 
nearly  every  essential  condition  of  life  is  wholly  different, 
and  where  every  economic  and  political  consideration  de- 
mands readjustment  and  change.  For  such  a  theory 
there  is  no  suflBcient  justification  in  experience.  Indeed, 
there  is  no  need  to  look  beyond  the  present  situation  in 
New  England,  so  far  as  the  French  Canadians  are  con- 
cerned, to  see  how  little  the  theory  actually  works  as  it  is 
intended  to  work.  In  spite  of  every  effort  to  prevent  it, 
the  use  of  French  as  the  language  of  common  life  is 
steadily  giving  way  before  the  demands  of  industry,  the 
desire  for  active  political  equality,  and  the  influence  of 
the  free  public  schools.  Among  the  younger  native-born 
generation  in  particular,  the  desire  to  remain  in  any  sense 
a  peculiar  people  is  very  much  weakened.  That  New 
England  has  any  reason  to  apprehend  the  creation  of  an 
imperium  in  imperioy  either  social,  political,  or  religious, 
I  think  there  is  exceedingly  little  ground  for  believing. 
Nor  do  I  believe  that  such  an  idea,  whatever  its  particular 
form,  has  at  the  present  day  the  firm  hold  that  it  once  had, 
even  among  the  French  Canadian  leaders  themselves. 
At  the  same  time,  the  reactionary  policy  of  which  I  have 
been  speaking  has  a  moral  influence  which  should  not  be 
underestimated,  and  which  is  likely  to  retard,  though  it 
cannot  prevent,  the  inevitable  absorption  of  the  race  in 
the  cosmopolitan  American  people. 

Absorbed  or  not,  however,  the  French  Canadians  are  in 
New  England  to  stay.  When  the  emigration  first  began 
to  assume  considerable  proportions,  the  threatened  depop- 
ulation of  Canadian  parishes,  and  the  probable  loss  to  the 
Church  of  many  who  went,  caused  wide-spread  alarm  in 
ecclesiastical  quarters;  and  bishops  and  clergy  made  every 
effort  to  discourage  and  check  the  movement.  Failing  in 
this,  and  the  occasion  for  opposition  being  partially  re- 
moved by  the  organization  of  French  Canadian  parishes 
among  the  emigrants,  there  was  started  the   agitation 
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known  as  repatriation,  haying  for  its  object  the  return  of 
the  French  to  Canada.  In  1875  the  legislature  of  Quebec 
appropriated  $60,000  in  aid  of  immigration,  to  encourage 
the  opening  and  settlement  of  new  lands.  Part  of  this 
sum  was  used  to  induce  French  Canadians  in  New  Eng- 
land to  return,  and  an  agent  was  appointed  for  the  pur- 
pose ;  but  the  whole  scheme  failed  almost  completely,  so 
far  as  the  United  States  were  concerned.  To-day  one 
hears  nothing  of  repatriation.  The  Church  in  Canada  no 
longer  actively  opposes  emigration ;  and  Father  Hamon's 
book,  with  its  outspoken  championship  of  the  policy  of  the 
French  Canadian  leaders  in  New  England,  is  dedicated  to 
Cardinal  Taschereau.  Of  the  thousands  who  have  come, 
a  very  small  number  have  ever  gone  back  permanently  to 
their  old  homes.  Many  have  essayed  to  do  so,  only  to 
find  their  former  surroundings  no  longer  attractive ;  and 
in  a  short  time  they  have  come  again.  The  old  people 
still  cherish  the  idea  of  an  ultimate  return  to  the  land  of 
their  fathers,  but  with  the  others  such  an  idea  has  hardly 
the  substantiality  of  a  pleasing  hope.  They  still  speak  of 
Canada  with  affection,  but  it  is  here  that  they  will  end 
their  days. 

In  matters  of  every-day  habit  and  appearance  there  is 
still  much  that  is  distinctive,  and  not  a  little  that  is 
picturesque,  about  the  life  of  the  French  Canadians  in  a 
New  England  community.  They  are  still  much  inclined 
to  live  by  themselves,  in  a  particular  section  of  the  town 
or  city.  In  some  larger  places  a  few  individuals  and 
families  have  attained  a  measure  of  social  equality  with 
native  Americans.  For  the  most  part,  however,  they  are 
regarded  as  a  class  apart,  and  associate  but  little  with 
persons  not  of  their  own  race.  Nowhere  do  they  seem  to 
be  looked  upon,  as  a  class,  with  entire  favor,  and  in 
private  are  often  spoken  of  with  contempt;  but  their 
work  is  necessary,  their  trade  important,  and  their  polit- 
ical  support  not  to  be  despised.    The  women  are  fond 
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of  dress,  and  in  their  early  years  are  often  unusually 
attractive ;  but,  with  hard  work  and  many  children,  they 
fade  quickly.  The  older  people  complain  that  the 
younger  generation  spends  its  money  too  freely,  and  that 
frugality  and  thrift  are  less  general  than  formerly. 
Whether  such  is  the  case  I  have  no  means  of  knowing. 
All  classes  are  fond  of  ceremonies,  and  make  much  of 
weddings,  funerals,  and  church  festivals.  Even  under 
untoward  conditions  the  general  tone  of  life  is  buoyant 
and  friendly,  as  of  those  who  take  the  world  with  a  light 
heart. 

What  the  immediate  future  of  the  French  Canadians 
in  New  England  is  to  be  belongs  rather  to  prophecy  than 
to  such  a  discussion  as  has  been  here  attempted.  It  may 
be  pointed  out,  however,  in  conclusion,  that  their  perma- 
nent worth,  as  an  element  in  the  population,  is  pretty 
certain  to  be  measured  by  the  extent  to  which  they  con- 
tribute to  the  economic  sanity  and  the  good  citizenship 
of  which  the  country  is  just  now  particularly  in  need. 
Whether  they  have  within  themselves  the  ability  to  pass 
from  the  position  of  laborers,  operatives,  and  small  trades- 
men into  that  of  leaders  of  industry,  only  time  can  show. 
At  present  the  indications  are  not  altogether  hopeful. 
Politically,  they  are  too  few  in  number  to  exercise  more 
than  local  influence;  and  even  that  will  assuredly  be 
minimized,  unless  they  identify  themselves  completely 
with  the  American  spirit  which  they  profess  to  love.  The 
time  for  apprehension,  if  such  there  ever  was,  lest  our 
institutions  should  be  overborne  by  this  ^^  horde  of  indus- 
trial invaders,"  is  past.  The  dangers  of  the  future  are  for 
the  French  Canadians,  not  for  us. 

William  MacDonald. 

BOWDOIN  COLLEOB. 
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The  industrial  activity  of  Switzeriand  does  not  rest  on 
conditions  as  favorable  as  those  of  most  other  countries. 
Of  its  surface,  small  at  best,  a  great  part  is  occupied  by 
mountains.  It  is  surrounded  by  four  great  countries,  all 
maintaining  a  policy  of  protection.  It  is  shut  off  by  the 
Alps  from  its  neighbors  on  the  south  and  east,  and  only 
within  the  last  fifteen  years  has  been  enabled  to  carry  on 
trade  with  Italy  and  Austria  through  the  Gotthard  and 
Arlberg  tunnels.  It  has  no  mercantile  marine  and  no  col- 
onies. Nevertheless,  Switzerland  has  a  flourishing  trade 
and  highly  developed  manufactures.  Careful  statistical 
inquiry  indicates  that,  in  proportion  to  population,  its 
trade  is  threefold  that  of  France  and  exceeds  that  of 
England  by  40  per  cent.  Year  by  year  development  goes 
on  and  calls  for  new  facilities.  Such  facilities  private  ini- 
tiative is  free  to  create;  but  the  state  often  finds  it 
difiicult  to  act.  Under  the  federal  organization,  each 
Canton  regards  with  pride  an  independence  which  has  en- 
dured for  centuries.  In  a  democracy,  each  citizen  feels 
that  he  is  sovereign,  and  habitually  gives  expression  to 
his  wishes  through  referendum  and  initiative.  Interests 
are  divergent,  there  are  differences  of  language  and  re- 
ligion, sometimes  each  valley  has  customs  of  its  own  : 
hence  it  is  not  easy  to  devise  a  policy  satisfactory  to 
all.  The  Swiss  by  no  means  lack  national  feeling. 
So  much  is  proved  by  the  keen  attention  given  to  such 
questions  as  the  acquisition  by  the  state  of  the  railways, 
the  establishment  of  general  insurance  against  accident 
and  sickness,  the  maintenance  of  public  schools  by  the 
Confederation.  It  is  true  also  that  the  average  of  intel- 
ligence is  high.  Nevertheless,  it  is  inevitable  that  a  large 
number  of  voters  should  have  an  insufficient  understand 
ing  at  least  of  the  technical  aspects  of  legislative  propo- 
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sals,  and  therefore  should  not  be  able  to  reach  an  intelli- 
gent and  clear  opinion  on  all  questions  presented  to  them. 

In  the  financial  field,  on  the  28th  of  February,  1897,  a 
new  institution,  the  proposed  Federal  Bank,  was  rejected  at 
the  referendum.  It  is  intended  here  to  give  the  reader  an 
account  of  this  institution,  of  the  grounds  for  its  proposal 
and  the  causes  of  its  rejection,  and  of  the  bank-note  system 
of  Switzerland  in  its  historical  relation  to  the  new  plan. 

The  Swiss  bank-note  system  had  its  origin  in  the  needs 
of  trade.  It  arose  from  private  initiative  among  the  mer- 
chants, whose  interests  primarily  it  served.  The  rapid 
industrial  development  of  the  second  third  of  this  century 
called  for  a  medium  of  exchange  at  once  more  convenient 
and  cheaper  than  the  bulky  silver  money.  The  Cantonal 
Bank  of  Bern,  founded  in  1834,  was  the  first  banking  in- 
stitution in  Switzerland  which  undertook  the  issue  of 
notes.  Others  shortly  followed.  At  the  close  of  1862 
there  were  sixteen  banks,  with  a  paid-in  capital  of  87,780,- 
000  francs  and  an  average  circulation  of  13,756,000 
francs.  In  1875  there  were  thirty-two  banks,  with  a  cir- 
culation of  77,300,000  francs;  in  1881  thirty-six  banks, 
with  a  circulation  of  99,400,000  francs.  At  the  present 
time  there  remain  thirty-four  banks,  whose  total  issue 
exceeds  the  sum  of  two  hundred  millions,  and  will  in- 
crease still  further  in  the  immediate  future.  As  recently 
as  1871  the  note  circulation  per  head  of  population  was 
no  more  than  9.25  francs.  At  the  close  of  1896  it  had 
risen  to  63.05  francs  per  head,  and  in  coming  years  will 
unquestionably  reach  a  still  higher  figure. 

Before  the  federal  act  of  1881  there  was  no  legal  regu- 
lation, or  only  partial  regulation,  of  the  conditions  of  issue. 
The  first  banks  of  issue  were  in  no  way  restricted  by  the 
Confederation.  UntU  the  year  1882  there  was  no  ques- 
tion of  supervision  or  control.  From  time  to  time  the 
individual  Cantons  undertook  legislation,  but  in  entire 
independence  each  of  the  other.     Hence  all  varieties  of 
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policies  were  exemplified.  Sometimes  issue  was  restricted 
to  a  certain  percentage  of  capital,  sometimes  a  minimum 
reserre  for  notes  was  required,  sometimes  there  were  taxes 
on  issue.  Provision  was  made  in  some  instances  for  the 
legal  procedure  in  case  of  non-payment  of  notes  on  presen- 
tation. But  in  no  case  was  there  any  provision  pledging 
any  part  of  the  assets  to  the  note-holders  or  giving  them 
a.ny  priority  over  other  creditors.  Some  Cantons  con- 
tributed a  portion  of  the  capital  of  the  banks,  and  so 
shared  in  their  profits.  A  few  Cantons  declared  them- 
selves liable  for  the  obligations  of  their  cantonal  banks ; 
but  note  issue  was  never  dependent  on  the  consent  of 
the  public  authorities.  Their  articles  of  association  or 
statutes  once  approved,  the  banks  secured  the  right  of 
issue.  The  business  operations  which  they  could  carry 
on  were  in  no  way  limited,  and  they  undertook  without 
restriction  a  series  of  operations  which  are  commonly  held 
to  be  inconsistent  with  the  functions  of  a  bank  of  issue. 

The  conditions  under  which  issue  took  place  were  not 
more  various  than  were  the  notes  themselves,  which  dif- 
fered in  their  form,  in  their  denominations,  and  in  the 
designation  of  the  specie  in  which  they  were  payable.  In 
the  last-mentioned  respect  there  was  a  perfect  chaos.  The 
banks  of  Basle  and  of  Geneva  issued  notes  payable  in 
French  francs,  those  of  St.  Gall  issued  gulden  notes,  the 
bank  at  Ziirich  Brabant-thaler  notes,  the  banks  of  Bern 
and  of  Yaud  five-franc  notes. 

As  between  the  banks,  there  was  at  the  outset  no  con- 
certed action.  On  the  contrary,  they  regarded  each  other 
with  suspicion,  and  perhaps  with  hostility.  Each  bank  of 
issue  saw  a  rival  in  the  others,  and  regarded  the  appear- 
ance of  other  notes  in  its  own  territory  as  a  usurpation. 
To  assure  more  ready  circulation  for  its  own  issues,  the 
notes  of  other  banks  were  refused  or  received  at  a  dis- 
count. There  was  no  regular  official  publication  of  the 
condition  of  the  banks,  and  the  note-holders  were  in  no 
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position  to  ascertain  the  strength  of  their  claim.  Through 
these  various  defects  the  banks  did  not  fulfil  the  expecta- 
tions which  had  been  raised  in  regard  to  them.  Their 
notes  hcid  no  ready  circulation,  and  were  a  defective  in- 
strument of  credit,  limited  to  a  small  circle. 

The  first  remedy  came  in  the  coinage  legislation  of  1850, 
introducing  the  franc  system.  But  the  banks  themselves 
also  introduced  improvements.  Associations  (KonkorcUUe) 
were  formed  for  the  exchange  and  redemption  of  notes, 
for  the  issue  of  drafts,  and  for  uniformity  in  the  manage- 
ment of  discounts.  These  were  steps  in  the  right  direc- 
tion, and  would  have  secured  great  advantages,  had  all  the 
banks,  or  at  least  the  greater  number,  taken  part.  But 
diversity  of  interests  caused  constant  friction,  and  only 
a  minority  of  the  banks  acceded.  Even  those  which 
joined  still  regarded  chiefly  their  own  interests,  looked  to 
their  own  cash  and  their  own  circulation,  discounted  or 
refused  discounts  according  to  their  own  individual  con- 
venience. Hence  the  associations  proved  fruitless  pre- 
cisely in  those  periods  of  crisis  when  they  should  have 
been  most  useful.  The  situation  during  the  Franco-Ger- 
man War  of  1870  served  more  particularly  to  bring  into 
relief  the  defects  of  the  system  of  issue.  During  that 
time  the  whole  machinery  of  credit  in  Switzerland  came 
to  a  standstill.  Extraordinary  legislation  in  the  form  of 
stay  laws  and  of  measures  for  the  procurement  of  specie 
from  abroad  proved  necessary  to  meet  the  crisis. 

A  number  of  capable  statesmen  and  men  of  affairs  now 
joined  in  an  effort  to  secure  improvement.  It  was  only 
after  a  series  of  fruitless  endeavors  that  a  change  in  the 
constitution  was  finally  secured  in  1874  by  the  adoption 
of  Article  39,  which  gave  to  the  Confederation  the  right 
to  regulate  the  issue  of  notes,  under  the  express  condition 
that  it  could  establish  no  monopoly  of  issue.* 

*  The  Umgiiasro  of  the  ftitiole  is :  **  The  Gonfederatioii  is  authorized  to  pre- 
Borihe  by  legfialatioii  the  coDclitioiis  for  the  iflsne  and  redemption  of  bank-notes. 
But  it  may  eetabliah  no  monopoly  for  the  iasne  of  notes,  and  may  prescribe  no 
legal  obligation  for  their  aooeptanoe," 
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The  first  legislation  based  on  this  constitutional  amend- 
ment was  passed  in  September,  1875,  but  was  rejected  by 
popular  vote  April  23, 1876.  It  was  not  until  March  8, 
1881,  that  the  act  now  in  force  for  regelating  bank- 
note issue  was  passed.  Its  important  provisions  may  be 
stated  as  follows.  Authority  for  the  issue  of  notes  is 
given  by  the  Federal  Council,  and,  so  long  as  the  require- 
ments of  law  are  complied  with,  may  not  be  refused. 
The  Confederation  assumes  no  liability  of  any  sort  for  the 
issues.  Each  bank  is  responsible  for  its  own  notes  alone, 
but  is  obliged  to  accept  the  notes  of  other  banks  at  par, 
so  long  as  the  other  banks  maintain  redemption.  With 
this  exception,  no  one  is  obliged  to  accept  bank-notes  in 
payment.  The  notes  are  not  a  legal  tender,  as  are  the 
notes  of  the  Bank  of  France  and  the  Bank  of  England. 
The  total  issue  of  any  one  bank  may  not  exceed  twice  its 
paid  in  and  unimpaired  capital.  The  Federal  Assembly 
has  the  right  at  all  times  to  fix  the  amount  of  the  total 
issue,  and  to  determine  the  apportionment  among  the  sev- 
eral banks.  Forty  per  cent,  of  the  outstanding  circula- 
tion is  always  to  be  covered  by  a  reserve  of  specie,  which 
must  be  kept  separate  from  the  other  cash  held  by  the 
bank.  This  reserve  for  the  notes  may  not  be  used  for  the 
other  operations  of  the  banks.  It  may  be  used  solely  for 
the  redemption  of  notes,  and  is  pledged  as  a  separate  fund 
for  their  payment.  The  remainder  of  the  note  issue  —  that 
is,  sixty  per  cent.  —  must  be  covered  in  one  of  the  follow- 
ing ways :  — 

(a)  By  the  deposit  of  securities. 

(b)  By  the  guarantee  of  the  Canton  within  whose  ter- 

ritory the  bank  has  its  main  seat  of  business. 
({?)  By  commercial   paper;  provided,  however,  that 
the  bank  limits  its  operations  by  excluding 
therefrom  the  following  kinds  of  business  :  — 
1.  Advances  without  security ;   2.  Sale  or  pur- 
chase for  future  delivery  (^auf  Termin)  of  goods 
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or  securities,  on  its  own  account  or  on  behalf 
of  others,  or  the  assumption  of  guarantee  for 
such  transactions;    S.   The  purchase  of  real 
estate  beyond  what  is  needed  for  the  bank^s 
own  business ;  4.  The  conduct  or  promoting  of 
manufacturing  or  trading  enterprises,  trade  in 
the  precious  metals  alone  excepted ;  5.  Insur- 
ance business ;  6.  The  emission  as  underwriters 
of    shares  or  bonds,  excepting  Swiss  public 
loans;    7.  Participation  in  firms  which  carry 
on  the  prohibited  operations. 
A  note  which  a  bank  fails  to  pay  may  be  legally  pro- 
tested, and  thereupon,  after  a  time  to  be  fixed  by  the  fed- 
eral courts,  compulsory  liquidation  of  the  bank  is  to  ensue. 
The  banks  must  hand  in  to  the  Federal  Council  weekly 
reports  of  their  situation,  monthly  balances,  and  yearly 
accounts.    These  documents  are  inspected,  published,  and 
their  results  presented  in  statistical  form  by  the  Inspector 
of  the  banks  of  issue.    That  ofBcial  also  undertakes  the 
execution  of  the  regulations  as  to  the  conduct  of  business 
by  the  banks,  and  the  manufacture,  at  the  expense  of  the 
banks,  of  uniform  paper  for  the  notes.    A  tax  on  the  notes 
for  the  Confederation  is  imposed  at  the  rate  of  one  per 
thousand,  while  the  Canton  may  impose  taxes  not  ex- 
ceeding six  per  thousand. 

Even  before  the  failure  of  the  bill  of  1875  the  banks 
had  been  led  on  their  part  to  take  steps  to  improve  the 
situation.  A  new  association  was  formed,  broader  both  in 
scope  and  in  membership.  It  sought  to  secure,  in  addi- 
tion to  the  various  arrangements  for  the  mutual  accept- 
ance and  redemption  of  notes,  a  larger  development  of 
drafts  and  checks.  This  was  followed  in  1882  by  still 
another  agreement,  which  had  for  its  object  the  introduc- 
tion of  a  clearing-house  system.  The  Oentrahtelle  der 
$chweizeri8chen  Umissionsbanken  was  established,  under  the 
supervision  of  a  committee  appointed  by  the  banks.     It 
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was  administered  by  one  of  the  larger  among  the  asso- 
ciated banks, —  since  1887  by  the  Cantonal  Bank  of  Zurich. 
The  main  provisions  of  this  agreement,  which  is  still  in 
force,  are  as  follows:  Each  of  the  banks  has  to  keep  a 
deposit  with  the  central  bank,  on  which  no  interest  is 
paid.  Clearings  are  effected  by  debit  and  credit  on  each 
account  or  by  remittance  of  cash.  The  depositing  bank 
alone  can  dispose  of  its  deposit.  The  amount  deposited 
may  be  treated  by  the  bank,  if  it  so  wishes,  as  part  of  the 
required  reserve  against  its  note  issue ;  but  in  this  case 
the  bank  can  dispose  only  of  so  much  of  its  deposit  as  is 
not  needed  to  make  up  the  40  per  cent,  cash  against  its 
notes.  The  banks  open  accounts  with  each  other  for  the 
settlement  of  note  transactions,  which  can  be  disposed  of 
in  their  entirety  tlirough  the  clearing  house.  Creditor 
banks  may  at  any  moment  require  the  satisfaction  of  their 
debts.  If  cash  should  be  demanded,  the  debtor  bank 
may  comply  by  turning  in  notes  of  the  creditor  bank.  In 
general,  the  creditor  has  the  right  to  determine  in  what 
way  his  demands  shall  be  met.  Mutual  credits  are  set  off 
against  each  other.  The  central  bank  informs  the  mem- 
bers and  also  the  federal  government,  each  Monday,  of 
the  amount  of  the  several  deposits,  and  is  required,  on  re- 
quest of  the  government  officers,  to  give  telegraphic  infor- 
mation at  any  time  within  business  hours  of  their  amount. 
In  fact,  it  is  subject  to  control  by  the  federal  government 
to  the  same  extent  as  any  bank  of  issue.  The  latest 
changes  in  this  agreement  date  from  the  year  1887,  and 
regulate  further  the  draft  and  check  arrangements  be- 
tween the  several  banks. 

These  revised  articles  of  association  and  the  provisions 
of  the  act  of  1881  were  expected  to  remove  the  defects  of 
the  Swiss  bank-note  system.  But  the  development  of  the 
clearing-house  system,  even  though  it  continues  to  exist 
to  this  day,  was  far  from  satisfactory,  largely  because  of 
certain  prejudices  on  the  part  of  the  banks  themselves. 
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The  conviction  was  reached  in  many  quarters  that  the  act 
of  1881  also  did  not  remove  the  main  evils.  These  evils 
were  the  insufficient  amount  of  cash  at  free  disposal,  undue 
increase  of  obligations  on  short  time,  lack  of  credit  for 
the  notes  in  foreign  countries,  and,  above  all,  the  absence 
of  a  united  and  consistent  discount  policy  as  a  means  of 
maintaining  an  ample  cash  reserve.  It  was  believed  that 
these  difficulties,  leading  to  danger  more  particularly  in 
times  of  crisis,  were  the  consequence  of  plurality  of  issue. 
The  demand  arose  in  many  quarters  for  the  establishment 
of  a  financially  strong  central  institution,  possessed  of  a 
monopoly  of  issue,  such  as  economists  of  note  had  already 
advocated  as  early  as  the  decade  1870--80. 

The  bank-note  gradually  became  a  more  and  more  impor- 
tant part  of  the  machinery  of  exchange.  Gold  rarely 
appeared  in  every-day  circulation, —  a  result  doubtless  in- 
evitable from  the  position  of  Switzerland  in  the  Latin 
Union,  and  from  the  steadily  unfavorable  balance  of  trade. 
The  growing  importance  of  the  bank-note  appears  suffi- 
ciently from  the  following  figures :  — 

PrcporHon 
qfoaahto 


Number 

Average  noUa 

Average  nntee 

Average 

tfffeetiv€ 

<tfbanka. 

issued. 

in  drmdation. 

eaeh.        off 

oukUiai 

1882 

29 

fr.  102,318,000 

fr.  89,601,000 

fr.  51,746,000 

58% 

1883 

29/33 

108,019,000 

96,864.000 

57,407,000 

62.9 

1884 

33 

128,522,000 

114,017,000 

63,578,000 

60.0 

1885 

33 

135,902,000 

123,431,000 

65,511,000 

57.2 

1886 

33 

137,886,000 

127,064,000 

66,723,000 

67.3 

1887 

34 

142,019,000 

134,835,000 

75,666,000 

61.6 

1888 

34 

150,320,000 

139,637,000 

74,161,000 

68.7 

1889 

34 

153,494,000 

145,461,000 

76,255,000 

67.3 

1890 

35 

161,342,000 

152,444,000 

80,943,000 

67.6 

1891 

36 

181,522,000 

163,487,000 

84,892,000 

57.1 

1892 

34 

177,238,000 

163,344,000 

88,933,000 

69.6 

1893 

35 

176,686,000 

167,369,000 

89,413,000 

68.0 

1894 

34 

180,585,000 

171,285,000 

92,492,000 

68.3 

1895 

34 

185,834,000 

179,221,000 

93,649,000 

56.8 

1896 

34 

197,310,000 

190,156,000 

95,713,000 

53.9 

t "  Effeotiye  ciroaUtion  "  means  the  notes  in  the  hands  of  the  pablio,  ez- 
olnding  those  held  by  banks  of  i 
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In  the  period  covered  by  this  table  a  complete  change 
had  taken  place.  In  every-day  transactions,  notes  almost 
completely  superseded  specie.  What  specie  remained  in 
the  country  was  held  by  the  banks  in  their  reserves.  Sil- 
ver and  paper  alone  were  in  every-day  circulation.  The 
uneasiness  which  this  change  aroused  in  the  public  doubt- 
less was  not  entirely  justified.  It  was  part  of  the  develop- 
ment of  credit,  which  took  place  in  Switzerland  as  in  other 
countries.  The  change  from  specie  to  a  representative  of 
specie  caused  apprehension  of  a  deterioration  or  deprecia- 
tion of  the  medium  of  circulation ;  but  no  such  result  has 
ensued  even  to  the  present  day.  The  Swiss  banks  of  issue 
are  sufficiently  strong :  so  much  is  secured  by  federal  con- 
trol. What  they  lack,  at  least  in  part,  is  a  sufficient 
supply  of  cash  for  periods  of  stress,  when  unusual  demand 
for  specie  arises  and  a  run  may  be  made.  While  the 
eventual  payment  of  the  notes  is  in  no  way  doubtful  for 
any  single  bank,  there  is  ground  for  fear  lest  in  times  of 
crisis,  and  especially  in  case  of  war,  their  immediate 
redemption  may  not  be  maintained. 

The  Federal  Council,  though  convinced  of  the  necessity 
of  the  centralization  of  note  issue,  nevertheless  acted  on 
the  request  of  the  Assembly,  and  framed  a  bill  revising 
the  laws  on  the  basis  of  the  existing  system.  In  the  report 
accompanying  this  bill  (June,  1890)  the  Council  stated 
that,  even  as  revised,  the  system  would  not  be  definitive 
and  satisfactory.  Such  a  system  could  be  secured  only  by 
the  establishment  of  a  state  bank  equipped  with  a  monopoly 
of  issue,  and  required  to  maintain  an  adequate  supply  of 
specie  and  an  unimpaired  standard  of  value.  No  doubt, 
absolute  security  would  not  be  attained  even  by  this 
arrangement;  but  it  would  bring  a  higher  degree  of  se- 
curity against  possible  contingencies  and  inevitable  crises. 
Meanwhile  the  idea  of  centralization  had  gained  gfround 
in  the  legislature  also.  The  bill  prepared  by  the  Federal 
Council  was  rejected  without  discussion  in  the  lower  house 
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(^National  Rath)^  and  the  Council  was  requested  to  pre- 
pare in  its  place  a  revision  of  the  article  of  the  constitution 
relating  to  bank-notes,  in  such  manner  as  to  provide  for 
the  exclusive  right  of  issue  in  the  hands  of  a  central  bank 
to  be  established  by  the  Confederation.  The  new  article 
of  the  constitution,  prepared  under  these  conditions,  was 
accepted  by  the  people  on  October  18, 1891,  by  a  vote  of 
230,108  against  157,853.* 

This  change  in  the  constitution  made  it  possible  for  the 
Federal  Council  to  proceed  to  the  preparation  of  an  act  for 
the  establishment  of  a  state  bank.  It  will  be  noted  that 
one  important  question  was  not  decided  by  the  terms  of 
the  amendment, — whether  the  bank  was  to  be  a  state  bank 
or  a  joint-stock  bank.  The  choice  so  given  had  been  inten- 
tional. It  had  been  feared,  no  doubt  with  reason,  that  the 
immediate  decision  of  this  question  would  have  divided 
the  advocates  of  centralization  into  two  parties,  advocating 
respectively  a  state  bank  and  a  private  corporation,  and 
that  this  division  would  have  made  it  possible  for  the 
opponents  of  centralization  to  defeat  the  entire  project. 
It  was  hoped  also  that  the  postponement  of  this  decision 
would  make  it  possible  to  clarify  the  opinions  and  interests 
of  the  various  elements  to  be  affected, —  the  Cantons,  the 
cantonal  banks,  the  other  banks  of  issue,  the  different 
political  and  economic  parties.  Hence  in  this  first  step 
the  attempt  was  made  only  to  unite  all  those  who  were 

*  The  article  reads  as  follows :  "  Authority  to  issue  bank-uotes  and  other  sub- 
stitutes for  money  belongs  exclnsively  to  the  Confederation.  Hie  Confederation 
may  exeroiae  this  authority  either  through  a  state  bank,  which  shall  be  under 
separate  administration,  or  may  delegate  it  (subject  to  repurchase)  to  a  central 
joint-stock  bank,  administered  under  its  supervision  and  with  its  co-operation. 
It  shall  be  the  main  duty  of  the  bank  so  equipped  with  monopoly  to  regulate 
the  circulation  of  money  and  to  facilitate  payments.  The  profits  of  the  bank, 
over  and  above  interest  on  its  capital,  or  a  reasonable  dividend  on  share  capital, 
after  sufficient  retention  for  surplus,  shall  be  divided  up  to  at  least  two-thirds 
of  the  amount  among  the  Cantons.  The  bank  and  its  branches  may  not  be 
taxed  by  the  Cantons.  The  Confederation  may  not  compel  the  acceptance  of 
the  notes  and  other  similar  representations  of  money,  except  under  necessity  in 
time  of  war.  The  legislation  of  the  Confederation  shaU  provide  as  to  the  seat 
of  the  bank,  its  organization,  and  the  general  execution  of  the  present  ardele.** 
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satisfied  that  the  existing  system  was  untenable,  and  were 
in  favor  of  some  sort  of  monopoly.  For  the  moment  the 
desired  result  was  attained,  the  amendment  being  accepted. 
It  should  be  mentioned,  however,  that  this  success  was 
due  in  good  part  to  the  provision  by  which  two-thirds  of 
the  profits  were  to  be  distributed  among  the  Cantons. 

The  federal  department  of  finance,  to  which  the  Coun- 
cil intrusted  the  more  detailed  elaboration  of  the  project, 
was  confronted  with  the  necessity  of  making  a  decision  in 
favor  of  one  or  the  other  principle.  In  January,  1894,  the 
principle  of  a  pure  state  bank  was  adopted ;  and  a  measure 
framed  on  this  basis  under  the  title  "Federal  Act  of  June 
18, 1896,  for  the  Establishment  of  a  Swiss  Bank  of  Issue," 
was  submitted  to  the  people  on  the  2§th  of  February,  1897. 
The  contest  had  been  bitter  in  the  Assembly,  and  was 
waged  bitterly  for  weeks  before  the  vote  in  the  press  and 
before  the  public.  The  final  vote  by  referendum,  on  Feb- 
ruary 28, 1897,  was  in  the  negative.  The  majority  against 
the  project  was  some  60,000  votes. 

Although  the  bill  was  thus  rejected  by  the  Swiss 
people,  its  details  may  be  of  interest  to  students  of  fiinan- 
cial  legislation ;  for  the  institution  which  it  was  proposed 
to  establish  was  of  unique  character.  Central  banks  hav- 
ing a  monopoly  of  note  issue  are  common.  Indeed, 
the  trend  of  policy  in  European  countries,  certainly  on 
the  continent,  is  in  this  direction.  But  a  bank  owned 
and  administered,  not  by  a  privileged  corporation,  but 
directly  by  the  state,  and  moreover  by  a  democratic  state, 
would  be  an  important  departure  from  existing  practices 
and  traditions.  Further,  the  measure  was  framed  with 
great  care  as  to  every  detail.  Opinions  and  proposals 
were  invited  from  the  representatives  of  the  existing 
banks  of  issue ;  experts  were  requested  to  present  plans 
of  organization;  public  men  were  asked  to  state  their 
opinions ;  jurists  were  requested  to  report  on  the  princi- 
ples of  international  law  applicable  to  state  banks  and 
private  banks  in  times  of  war.     The  result  of  this  careful 
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and  methodical  procedure  was,  as  the  debates  in  the  legis- 
lature and  in  the  press  made  clear,  that  the  plan  was 
elaborated  with  success,  and,  so  far  as  its  technical  details 
were  concerned,  was  admitted  by  its  opponents  to  give  no 
occasion  for  criticism.  In  the  Appendix  will  be  found 
the  text  of  the  bill,  which  must  have  an  important  influ- 
ence on  the  future  financial  history  of  Switzerland,  and 
may  have  its  effect  on  that  of  other  countries  as  well. 
Some  comment  may  be  welcome  on  its  provisions  and  on 
their  bearing  on  the  present  banking  situation  in  Switzer- 
land 

In  accordance  with  the  familiar  principle  that  bad 
money  displaces  good,  credit  money  in  the  form  of  notes 
has  in  large  part  displaced  specie  in  Switzerland.  Full- 
value  specie  serves  for  transactions  with  foreign  countries. 
The  less  valuable  substitute,  the  bank-note,  must  suffice  for 
domestic  requirements.  This  change  in  the  medium  of 
exchange,  brought  about  by  the  banks  of  issue,  imposes 
upon  them  the  moral  duty  of  seeing  to  it  that  the  coun- 
try is  not  bared  of  specie,  and  that  a  sufficient  supply 
remains  for  the  needs  of  trade  in  different  sections  and  in 
different  branches  of  industry.  For  those  banks  (to  be 
sure,  a  minority)  which  conscientiously  endeavor  to  fulfil 
this  duty,  the  task  is  difficult,  because,  as  has  already 
been  pointed  out,  the  international  trade  of  Switzerland, 
both  from  general  economic  causes  and  in  consequence  of 
the  tariff  policy  of  other  countries,  tends  to  drain  the 
country  of  its  specie.  This  situation  is  still  further  ag- 
gravated by  the  stipulations  of  the  Latin  Union.  For 
reasons  which  there  is  no  space  here  to  consider,  Switzer- 
land has  little  specie  of  its  own  coinage.  The  total 
coinage  to  December  81, 1896,  was :  — 

36,000,000  francs  gold. 
10,630,000  francs  silver. 
25,000,000  francs  sabsidiary  silver. 
6,775,000  franoB  nickel  and  copper. 

Total,    76,405,000  francs, 
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or  25.85  francs  of  Swiss  coin  per  head  of  population. 
But  the  specie  of  Swiss  mintage  probably  does  not  consti- 
tute a  quarter  of  the  total  circulating  in  the  country. 
All  told,  the  specie  of  domestic  and  of  foreign  mint- 
age together  constitutes  only  about  60  per  cent,  of  the 
total  circulating  medium;  that  is,  of  specie  and  notes 
taken  together.  The  annual  imports  of  Switzerland  ex- 
ceed the  annual  exports  by  more  than  300,000,000  francs. 
The  difference  must  be  paid,  and  explains  why  little 
specie  remains  in  Switzerland.  It  is  used  to  meet  for- 
eign obligations,  and  obviously  is  far  from  sufficing  for 
that  purpose.  Each  year  many  millions  of  francs  of  for- 
eign drafts,  especially  drafts  on  Paris,  must  be  procured. 
Hence  foreign  exchange,  and  especially  exchange  on  Paris, 
is  always  in  demand,  and  year  in  year  out  is  almost  con- 
stantly quoted  above  par.  This  state  of  things  gives 
rise  to  active  speculation.  Large  quantities  of  specie 
are  regularly  sent  out  by  banks  and  others,  exchange 
being  drawn  against  the  shipments  so  made.  A  small 
number  of  the  banks  of  issue  (the  majority,  unfort- 
unately, take  no  concern  in  the  matter)  have  then  to 
undertake  the  thankless  task  of  recovering  the  specie,  and 
securing  a  sufficient  supply  to  maintain  note  redemption 
and  satisfy  the  demand  for  discounts.  They  buy  back 
the  exported  specie  by  the  wagon-load  at  an  expense 
which  for  certain  of  these  institutions  amounts  to  over 
200,000  francs  annually.  Damaging  as  these  speculative 
excesses  are  to  the  public  interest,  the  individual  banks 
are  helpless  against  them.  The  proposed  Federal  Bank, 
equipped  with  monoply  of  issue  and  entrusted  with  the 
duty  of  regulating  the  circulating  medium,  could  have 
put  a  check  on  them,  especially  by  a  wise  discount  policy ; 
while  by  an  extended  clearing-house  system  it  could  have 
provided  more  fully  for  the  needs  of  trade.  The  Reichs- 
bank  of  Germany,  which  has  a  similar  position,  accom- 
plishes the  task  for  Germany ;  and  it  was  to  be  expected 
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that  the  Swiss  Federal  Bank  could  accomplish  it  for 
Switzerland. 

With  the  present  system  of  plurality  of  issue,  the  one 
thing  lacking  is  a  consistent,  courageous,  and  single- 
minded  discount  policy.  This  is  the  cardinal  evil;  and 
experience  has  demonstrated,  at  least  in  Switzerland,  that 
it  is  due  to  freedom  and  plurality  of  issue.  Now  the 
most  essential  task  in  the  issue  of  notes  is  the  proper  and 
conscious  control  of  discounts,  by  which  alone  the  fluctua- 
tions in  the  demand  for  money  can  be  regulated  in  such 
manner  as  to  protect  the  domestic  supply.  Switzerland, 
small  as  is  its  territory,  is  not  only  independent  politically, 
but  also  forms  a  separate  industrial  territory.  It  therefore 
needs  such  a  discount  policy  for  the  protection  of  its  cir- 
culating medium.  In  view  of  the  many  and  disunited 
banks  of  issue,  no  consistent  and  steady  policy  can  be 
maintained  by  them.  The  individual  banks,  or  at  least 
the  majority  among  them,  are  not  in  a  position  to  judge 
of  the  international  money  market,  and,  even  were  they 
able  to  do  so,  lack  the  means  for  appropriate  action ;  and, 
moreover,  some  among  the  banks  refuse  to  take  public- 
spirited  action  in  the  interest  of  the  whole  community. 

It  is  true  that  since  June,  1895,  there  exists  a  so-called 
Discount  Committee  appointed  by  the  banks,  composed  of 
five  of  the  more  important  banks  of  issue  and  presided 
over  by  the  Bank  of  Basle.  This  committee  fixes  from 
time  to  time  a  maximum  rate  of  discount,  obligatory  upon 
the  members;  but  the  arrangement,  though  it  must  be 
admitted  to  have  achieved  something,  is  not  adequate 
to  the  task  in  hand.  Too  much  play  is  left  to  the  individ- 
ual banks.  Moreover,  the  competition  of  other  important 
banks,  not  issuing  notes,  often  prevents  the  associated 
banks  from  meeting  the  needs  of  the  country  without  in- 
juring themselves.  Hence  it  not  infrequently  happens 
that,  while  not  acting  exactly  in  opposition  to  each  other, 
they  do  not  give  effective  mutual  aid.    The  conclusion 
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had  thus  been  reached  in  many  quarters  that  the  only 
remedy  was  to  be  found  in  the  abolition  of  the  system  of 
plurality,  and  the  establishment  of  a  single  institution 
capable  of  acting  with  promptness  and  with  effect. 

The  difficulties  are  not  less  in  the  facilities  for  remit- 
tance. As  has  already  been  stated,  the  country  has  no 
developed  check  system.  The  Association  (^Konkordat) 
formed  in  1881  has  not  accomplished  its  objects.  Of  the 
thirty-four  banks  of  issue,  twenty-five  are  members.  The 
object  of  the  Association  was  not  only  to  aid  in  con- 
forming to  the  provisions  of  the  legislation  of  1881,  but 
to  establish  a  clearing  house.  At  the  outset  the  clearing 
house  was  much  used  by  the  banks,  but  gradually  its 
transactions  diminished.  In  the  years  1883-84  the 
transactions  were  over  120,000,000  francs ;  but  in  recent 
years,  though  the  need  for  some  such  institution  has  be- 
come more  and  more  strongly  felt,  they  have  diminished 
to  something  like  10,000,000.  There  are  several  causes 
for  this  decline.  Some  are  to  be  found  in  the  provisions 
of  law  as  to  the  reserve  for  notes.  Others  arise  from  the 
unwillingness  of  the  banks  to  undertake  voluntarily  any 
obligation  entailing  avoidable  expense.  Thus  the  ex- 
change of  notes  at  the  clearing  house  was  suspended  be- 
cause it  brought  about  a  too  rapid  back-flow  of  notes. 
Similarly,  clearings  on  collection  account  between  the 
several  banks  (^Wechael-irirkasao')  were  suspended.  The 
repeal  of  the  last-mentioned  clause  of  the  articles  of 
agreement  is  the  main  reason  why  the  clearing  house  is 
practically  no  longer  used.  Check  transactions  {GUro- 
verkehr),  this  latest  development  in  the  field  of  banking 
operations,  had  never  taken  root  in  Switzerland.  This 
is  simply  an  element  of  industrial  inferiority,  and  must 
be  ascribed  to  the  plurality  of  issue.  Under  the  old  arti- 
cle of  the  constitution  relating  to  banks  of  issue,  no 
federal  legislation  on  this  subject  was  possible.  The 
rejection  of  the  proposed  Federal  Bank  leaves  this  great 
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gap  still  unfilled  in  the  Swiss  banking  system,  and  must 
be  regarded  as  one  of  the  main  causes  of  the  very  rapid 
increase  in  note  issue  in  recent  times. 

By  Article  2  of  the  proposed  act  the  Confederation  as- 
sumed direct  responsibility  for  the  debts  of  the  bank. 
This  was  much  discussed  and  much  opposed ;  but  it  was  the 
inevitable  result  of  the  creation  of  a  pure  state  bank.  Any 
attempt  to  confine  liability  to  the  proposed  corporation 
must  have  been  futile  in  view  of  the  manner  in  which  it  was 
constituted.  Similarly,  there  was  much  discussion  as  to  the 
seat  of  the  main  ofiice,  which  was  finally  fixed  at  Bern,  a 
neutral  and  central  place.  One  of  the  most  difiQcult  prob- 
lems in  the  new  proposal  appears  in  the  last  clause  of  Ar- 
ticle 3,  providing  for  the  establishment  of  agencies,  and  for 
a  due  consideration  in  their  establishment  of  the  existing 
cantonal  banks.  The  jealousies  and  difficulties  connected 
with  this  part  of  the  proposal  contributed  to  its  final  re- 
jection. The  several  Cantons,  acting  on  the  invitations 
extended  to  them,  had  made  various  proposals  as  to  the 
relation  between  the  existing  cantonal  banks  and  the  Fed- 
eral Bank.  They  were  desirous  of  securing  some  organi- 
zation which  would  enable  them  to  retain  the  profits  from 
their  present  right  of  issue.  The  projects  suggested  with 
this  end  in  view  were  not  consistent  with  each  other ;  and, 
notwithstanding  the  efforts  of  those  concerned  with  the 
elaboration  of  the  plan,  it  proved  impossible  to  make  an 
acceptable  arrangement.  It  was  not  feasible  to  make  the 
cantonal  banks  agencies  of  the  Federal  Bank.  An  agency 
cannot  be  independent :  it  must  be  a  subordinate  and  de- 
pendent institution.  Hence  it  was  only  contemplated  that 
the  cantonal  banks  might  act  in  certain  places  as  repre- 
sentatives of  the  State  Bank  for  purely  passive  operations, 
such  as  the  payment  of  notes  and  of  checks.  Subject 
to  this  qualification,  the  demands  and  proposals  of  the 
cantonal  banks  had  to  be  rejected.  By  limiting  the  opera- 
tions of  the  Federal  Bank  as  rigidly  as  was  done  in  Arti- 
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cles  6  and  7,  and  by  providing  in  Article  18  for  a  division 
of  the  profits  among  the  Cantons,  it  was  hoped  on  the  one 
hand  that  a  sufficient  sphere  of  action  would  be  left  to  the 
cantonal  banks,  and  on  the  other  hand  that  the  financial 
interests  of  the  Cantons  themselves  would  not  suffer. 
But  the  larger  demands  in  their  behalf,  and  the  claim  put 
forth  for  compensation  to  them  on  account  of  the  loss  they 
would  suffer  from  relinquishing  the  right  of  issue,  had  to 
be  rejected. 

It  was  on  similar  grounds  that  the  Cantons  were  given 
the  privilege  of  subscribing  to  part  of  the  capital  of  the 
bank.  The  Federal  Council  had  not  provided  for  this  in 
its  bill,  but  a  concession  was  finally  made  to  the  Cantons 
by  allowing  them  to  subscribe  for  two-fifths  of  the  capital 
in  the  manner  prescribed  in  Article  4.  This  article  was 
the  subject  of  more  heated  discussion  than  almost  any 
other.  It  was  attacked  both  by  the  opponents  of  all  cen- 
tralization and  by  those  who  favored  some  other  alterna- 
tive, such  as  a  private  corporation  or  a  larger  participation 
by  the  Cantons. 

Article  6  limits  the  operations  of  the  bank  within  care- 
fully defined  bounds.  It  was  to  be  a  pure  bank  of  issue, 
deposit,  and  discount.  Only  as  such  would  it  be  able  to 
meet  the  task  imposed  upon  it  by  the  constitutional 
amendment,  of  regulating  and  maintaining  the  monetary 
stock.  A  further  ground  for  limitation  was  the  desire  not 
to  compete  with  the  existing  banks,  especially  the  can- 
tonal banks,  but  rather  to  afford  them  support.  Its  main 
business  was  to  be  the  discount  of  Swiss  commercial  paper; 
and  only  such  paper  could  be  taken  as  was  due  within 
three  months  at  the  longest,  and  had  the  signature  or  in- 
dorsement of  at  least  two  persons  of  known  solvency. 
These  restrictions  were  expected  to  prevent  the  discount 
of  any  paper  not  arising  from  actual  commercial  opera- 
tions. They  were  expected  also  to  cause  the  first  negotia- 
tion of  the  borrower  to  take  place  ordinarily  with  other 
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banks,  of  more  flexible  organization  and  more  local  char- 
acter. The  State  Bank  would  have  been  an  efficient 
supporter  of  the  other  banks,  rediscounting  their  paper  as 
occasion  arose,  and  so  serving  as  a  reservoir  whence  they 
could  secure  cash.  The  bank  was  to  have  become  in  fact 
a  bank  of  banks. 

The  other  permissible  operations  call  for  little  comment. 
Loans  on  collateral  were  allowed;  but  only  bonds  and 
similar  obligations,  not  shares,  could  be  accepted  as  col- 
lateral. It  was  expected  that  this  authority  would  enable 
the  Confederation  and  the  Cantons  to  secure  temporary 
loans  against  their  securities,  and  relieve  them  from  the 
need  of  turning  to  private  banking  houses  for  this  purpose. 
The  actual  purchase  of  securities  by  the  bank,  authorized 
in  clause  4,  would  enable  it  to  earn  interest  in  times  of 
superabundance  of  cash.  While  such  investments  were 
not  limited  as  to  duration,  they  were  intended  to  be  for 
temporary  purposes  only.  Clause  5  authorizes  the  bank 
to  accept  deposits  at  interest,  and  in  this  regard  it  would 
have  followed  a  policy  different  from  that  of  the  great  cen- 
tral banks  of  other  countries.  But  the  more  modest  cir- 
cumstances of  Switzerland  made  it  necessary  to  give  the 
privilege  of  accepting,  over  and  above  ordinary  deposits, 
others  on  time  and  at  interest.  It  was  expected  that  this 
would  be  [done  only  for  large  sums  and  at  low  rates  of 
interest,  especially  as  competition  with  the  existing  sav- 
ings-banks was  to  be  avoided.  Clause  8  specifically  men- 
tions check  and  draft  operations.  It  was  desired  that  a 
network  of  banking  institutions,  with  the  State  Bank  at 
their  head,  should  cover  the  whole  land,  as  the  post-office 
arrangements  already  do.  Check  and  clearing-house  oper- 
ations combined  were  expected  to  meet  the  needs  of 
trade  and  of  industry  in  the  widest  degree,  and  to  simplify 
remittances  in  every  direction.  By  the  consummation  of 
thousands  of  transactions  through  simple  book  transfer,  it 
was  expected  to  dispense  with  a  great  part  of  the  note 
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issue,  and  so  to  bring  the  volume  of  notes  witliin  more 
moderate  dimensions. 

It  will  be  observed  that  certain  operations  were  not 
allowed  to  the  bank.  Such,  for  example,  were  all  kinds  of 
speculative  transactions,  loans  and  advances  on  current 
account,  mortgages,  savings-bank  operations,  the  purchase 
and  sale  of  securities  on  commission  as  agent  of  others, 
and,  lastly,  the  purchase  of  shares  as  well  as  the  making  of 
loans  for  which  shares  were  security.  The  object  of  these 
limitations  was  partly  to  prevent  transactions  which  should 
commit  the  resources  of  the  bank  for  a  considerable 
period  or  involve  much  risk,  partly  to  prevent  the  bank 
from  competing  too  sensibly  with  existing  institutions. 

So  far  as  advances  on  current  account  are  concerned,  it 
is  true  that  these  are  usually  subject  to  call  at  a  compara- 
tively short  interval.  Nevertheless,  a  certain  stability  is 
commonly  assumed  in  regard  to  them.  Demand  for  repay- 
ment is  not  expected  unless  the  debtor's  position  or  the 
security  offered  by  him  has  changed:  it  is  tacitly  under- 
stood that  a  bank  which  makes  such  advances  is  not  to  de- 
mand settlement  simply  because  it  needs  the  funds  for 
other  purposes.  A  bank  which  relied  in  times  of  stress 
upon  the  repayment  of  such  loans  would  be  in  ill  plight, 
for  these  are  precisely  the  times  at  which  the  debtor  is 
least  able  to  respond. 

Loans  on  mortgages  are  obviously  inconsistent  with  the 
business  of  a  bank  of  discount.  Some  suggestions  were 
made,  in  the  course  of  the  debates  on  the  project,  that  the 
bank  should  make  loans  on  mortgage,  and  so  reduce  the 
rate  of  interest  for  the  Swiss  borrower ;  but  it  was  easy  to 
show,  not  only  that  these  operations  were  outside  the  scope 
of  the  proposed  institution,  but  that  there  was  no  sensible 
margin  of  gain  to  be  secured  for  the  debtor.  Under  the 
most  favorable  conditions  a  state  bank  could  lend  at  little 
less  than  4  per  cent.,  possibly  at  8i  per  cent. ;  but  the 
best  mortgages  can  already  be  negotiated  on  these  terms. 
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Further,  the  circumstance  that  each  Canton  has  its  own 
system  of  law  in  regard  to  mortgages  made  the  establish- 
ment of  any  sort  of  central  bank  for  negotiating  them  out 
of  the  question.  Uniform  regulation  of  the  law  on  this 
subject,  which  the  Swiss  constitution  leaves  entirely  in  the 
hands  of  the  several  Cantons,  would  be  an  indispensable 
preliminary. 

Savings-bank  operations  were  similarly  excluded.  Sav- 
ings deposits  constitute  an  element  of  serious  danger  in 
times  of  crisis.  Moreover,  savings-bank  investments  have 
attained  a  large  development  in  Switzerland.  The  num- 
ber of  private  savings-banks  is  large.  They  are  usually 
administered  without  pay,  and  sometimes  with  the  co-oper- 
ation of  the  cantonal  governments.  The  deposits  in  them 
are  not  commonly  regarded  as  irrevocable ;  nor  are  there, 
as  a  rule,  provisions  for  the  forfeiture  of  interest  in  case  of 
withdrawal.  The  competition  of  lenders  has  compelled 
savings-banks  to  deal  liberally  with  their  customers.  The 
depositor  not  only  receives  his  interest  at  8i  per  cent,  or 
8i  per  cent.,  but  has  his  principal  freely  at  his  disposal. 
The  savings-bank  book  has,  in  many  places,  become  virt- 
ually the  bank  book  for  the  current  accounts  of  persons 
of  small  means. 

The  regulations  as  to  note  issue  are  in  Part  III.,  Articles 
8-16.  The  total  note  issue,  by  Article  8,  was  to  be  kept 
within  a  maximum  limit  to  be  fixed  from  time  to  time  by 
the  Federal  Assembly.  The  Federal  Council  in  its  draft 
had  not  proposed  any  legislative  regulation  for  a  maximum 
amount  of  the  note  issue. '  It  was  believed  that,  so  long  as 
ample  and  proper  security  for  the  notes  was  provided, 
nothing  would  be  gained  by  any  absolute  limitation  of 
their  amount ;  while,  on  the  other  hand,  it  might  be  advan- 
tageous to  have  a  considerable  reserve  of  notes  available 
for  use  in  times  of  unusual  demand.  The  Assembly,  or 
rather  its  lower  house  (the  National  Bath)^  concluded 
otherwise.     It  was  provided  in  the  project,  as  submitted 
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to  the  people,  that  the  Assembly  should  fix  from  time  to 
time  a  maximum  limit  of  the  total  note  issue. 

The  total  note  circulation  of  Switzerland  is  subject  to 
considerable  periodic  fluctuations.  There  are  several  dates 
in  each  year  when  the  circulation  rises  greatly.  Such  are 
the  days  on  which  interest  is  commonly  payable ;  the  last 
day  of  each  month ;  noticeably  St.  Martin's  Day  (Novem- 
ber 11)  and  the  closing  days  of  the  year.  In  view  of 
these  variations,  any  fixed  limit  to  the  note  issue  seems  to 
be  inexpedient.  The  new  act  ought  not  to  have  repeated 
the  mistake  which  the  existing  legislation  of  Switzerland 
makes  in  this  regard.  The  present  system  is  inadequate 
to  meet  the  fluctuating  demands,  even  though  the  banks 
endeavor  to  meet  the  diflSculty  by  carefully  putting  in  re- 
serve from  time  to  time  their  accruing  resources  as  a  means 
of  meeting  the  periodic  calls.  Their  notes  are  regularly 
inadequate  in  amount  at  the  dates  of  the  heavy  demands. 
No  increase  of  issue  can  be  made  without  previous  fulfil- 
ment of  certain  conditions,  which  must  be  certified  to  by 
the  Federal  Council.  On  the  other  hand,  the  total  author- 
ized issue  is  subject  to  tax  by  the  Confederation,  and  to 
some  extent  by  the  Cantons  also.  Hence  a  bank  having 
a  store  of  its  own  notes  on  hand  in  times  of  slack  demand 
is  under  pressure  to  make  rash  and  ill-considered  advances, 
and  the  rate  of  interest  is  then  abnormally  lowered  and 
speculation  facilitated. 

While  this  rigidity  in  the  circulation  has  its  inconven- 
iences in  times  of  peace  and  quiet,  it  leads  to  more  serious 
difficulties  in  times  of  stress,  and  more  particularly  under 
such  conditions  as  were  met  during  the  Franco-German 
War  of  1870-71.  Such  periods  of  stress  must  be  looked 
forward  to,  especially  here  in  Europe;  and  during  them 
there  is  inevitably  a  sudden  increase  in  the  calls  for  cash. 
Hundreds  of  transactions  ordinarily  disposed  of  through 
the  machinery  of  credit  must  then  be  settled  in  cash, — 
through  notes  or  specie,  mainly  specie.     Hundreds  of  per- 
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sons  laj  in  a  store  of  cash  or  increase  the  store  already  at 
their  disposal.  Heavy  expenditures  for  military  purposes 
are  likely  at  the  same  time  to  strain  the  financial  and 
monetary  resources  of  the  community  to  the  utmost.  That 
our  existing  system  of  issue  is  unable  to  cope  with  a  situa- 
tion of  this  sort  was  amply  proved  by  the  experience  of 
1870-71.  Hence  it  would  have  been  desirable  in  estab- 
lishing a  state  bank  so  to  equip  it  as  to  prepare  for  these 
eventualities.  Therefore,  the  Federal  Council  had  pro- 
posed to  leave  the  total  note  issue  to  the  discretion  of  the 
administration  of  the  bank;  but  the  Assembly  thought 
differently,  and  proposed  to  keep  the  total  limit  in  its  own 
hands.  It  was  supposed  that  the  average  citizen  would 
feel  greater  security  if  it  were  provided  that  this  matter 
were  subjected  to  the  watchful  control  of  the  legislature. 
The  requirement  as  to  the  reserve  of  the  State  Bank  must 
be  regarded  as  much  more  rigorous  than  that  now  in  force 
for  existing  banks.  It  is  true  that  existing  banks  must 
keep  a  reserve  of  40  per  cent,  of  their  notes ;  but  there 
is  no  regulation  as  to  their  other  debts  due  on  demand  or 
on  short  time.  Further,  in  the  case  of  the  cantonal  banks, 
the  remaining  60  per  cent,  may  be  covered  by  simple 
guarantee  of  the  Canton.  It  should  be  said  that  our  banks 
have  always  conformed  strictly  to  the  requirement  of  the 
maintenance  of  the  40  per  cent,  reserve ;  but  they  have 
done  little  more.  Accounts  are  on  hand  from  which  it 
appears  that  some  banks  hold,  over  and  above  this  required 
amount,  only  2  per  cent,  more  of  specie  to  meet  all  their 
remaining  short-time  obligations.  It  is  obvious  that  banks 
so  slenderly  equipped  with  cash  have  enough  to  do  in 
looking  to  their  own  security  in  times  of  stress,  and  are  in 
no  position  to  give  support  to  a  disturbed  business  com- 
munity. Their  disposition  must  be  to  realize  on  their 
advances  rather  than  to  offer  new  loans.  The  situation 
would  have  been  different  with  the  proposed  State  Bank. 
For  this  the  total   equivalent  of  its  outstanding  notes 
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would  have  been  in  its  hands  in  the  form  of  short-time 
commercial  paper,  specie,  or  easily  salable  exchange  on 
foreign  countries. 

It  has  already  been  stated  that  there  is  not  the  least 
question  as  to  the  ultimate  solvency  of  the  Swiss  banks  of 
issue.  In  this  respect  the  law  and  the  supervision  pro- 
vided by  it  accomplish  their  object.  What  is  in  doubt 
is  the  immediate  and  unfailing  redemption  of  the  notes. 
The  note-holder  who  needs  ready  cash  can  get  but  little 
consolation  from  the  assurance  that  the  bank  which  cannot 
pay  its  notes  on  the  spot  will  be  able  in  course  of  liquida- 
tion, and  after  so  and  so  many  months,  to  pay  the  last 
centime.  It  is  true  that  we  have  the  40  per  cent,  specie 
reserve  against  the  notes.  But  this  fund  of  specie,  as 
prescribed  by  the  legislation  of  1881,  is  not  available  for 
the  payment  in  toto  of  any  one  note,  but  is  a  guarantee  of 
the  final  redemption  of  the  entire  issue  of  each  bank.  If, 
for  example,  a  bank  has  outstanding  fifty  millions  of  notes, 
and  consequently  holds  in  its  coffers  twenty  millions  of 
specie,  it  may  not  use  the  entire  twenty  millions  for  the 
payment  of  the  first  twenty  millions  of  notes  presented. 
The  bank  may  use  this  specie  for  the  payment  of  40  per 
cent,  on  each  individual  note,  the  remainder  being  obtain- 
able only  by  resort  to  its  other  assets.  Hence  it  may  well 
happen  that  a  bank  whose  assets  did  not  consist  in  suffi- 
ciently large  proportion  of  short-time  loans  might  be  com- 
pelled to  suspend,  even  though  it  had  millions  of  specie  in 
its  vaults.  Our  legislation  as  it  stands  provides  rather  for 
the  ultimate  payment  of  the  notes  than  for  their  immediate 
redemption. 

Some  figures  as  to  the  existing  situation  will  serve 
further  to  illustrate  this  point.  At  the  close  of  1896  our 
banks  owed  in  round  numbers  200,000,000  francs  in  notes. 
Although  these  are  strictly  payable  at  sight,  or  at  least 
within  two  or  three  days,  it  is  not  to  be  expected  that 
even  in  times  of  crisis  all  would  be  presented  at  once. 


Digitized  by 


Googk 


THB  BANK-NOTE  8T8TEM  OF  SWITZERLAND      803 

But  it  may  be  assumed  that  in  case  of  a  panic  two-thirds 
of  the  amount,  say  185,000,000,  might  be  presented  for 
redemption  within  a  week.  To  meet  this  demand,  the 
banks  would  have  at  their  disposal  the  following  means: 
(1)  Two-thirds  of  the  legal  reserve  of  specie ;  that  is,  two- 
thirds  of  80,000,000,  or  53,000,000 :  add  16,000,000  of  free 
specie,  and  we  have  a  total  of  69,000,000  of  specie.  (2) 
Loans  on  short  time  to  the  amount  of  92,000,000.  (3)  A 
part  of  their  commercial  paper  and  securities.  The 
amount  of  foreign  exchange  held  was  18,000,000,  of  which 
we  can  suppose  one-fourth,  or  8,000,000,  to  be  immediately 
realizable.  The  domestic  paper  amounted  to  205,000,000, 
of  which  perhaps  25,000,000  would  be  due  within  a  week. 
Lastly,  the  securities  amounted  to  248,000,000,  of  which 
perhaps  about  25,000,000  could  be  converted  into  cash 
within  a  week  without  excessive  loss.  All  told,  we  should 
have  as  immediately  available  assets  214,000,000  francs 
against  135,000,000  of  notes  presentable  for  redemption. 
But  with  the  214,000,000  the  banks  must  provide  not  only 
for  their  notes,  but  for  their  deposits,  for  savings-bank 
accounts,  and  other  obligations  falling  due  in  short  time. 
The  savings-banks  account  alone  amounts  to  258,000,000, 
of  which  twenty-five  or  thirty  per  cent,  is  payable  after 
eight  days'  notice.  Further,  180,000,000  of  other  debts 
are  due  on  short  time.  All  told,  the  possible  demands 
must  exceed  the  assets  immediately  available.  Doubt- 
less those  directly  interested  in  the  banks  might  make  a 
more  favorable  calculation ;  but  it  is  not  very  material 
whether  the  discrepancy  is  a  trifle  more  or  less.  The  sit- 
uation is  certainly  not  an  enviable  one  for  the  banks  or  for 
the  public. 

Not  only  was  it  provided  that  the  assets  of  the  State 
Bank  should  be  in  toto  of  a  kind  easily  realized  on,  but 
that  under  any  circumstances  a  specie  reserve  of  one-third 
should  be  held  against  the  notes.  It  was  to  be  expected 
that  this  provision  would  be  purely  formal.     The  whole 


Digitized  by 


Googk 


804  QUARTERLY  JOURNAL  OF  ECONOMICS 

organization  of  the  bank  would  unfailingly  have  brought 
about  a  higher  reserve.  The  Bank  of  France,  which  acts 
under  no  limitation  whatever  in  this  regard,  regularly 
keeps  a  reserve  of  90  per  cent.  While  the  Swiss  Bank 
would  not  have  operated  under  conditions  so  favor- 
able as  those  of  the  Bank  of  France,  it  may  be  safely 
assumed  that  under  reasonably  careful  administration  its 
specie  would  have  greatly  exceeded  the  required  one- 
third. 

The  grounds  on  which  the  majority  of  the  Swiss  people 
finally  voted  against  the  proposed  institution  may  be  sum- 
marily stated  as  follows:  (1)  Fear  of  state  socialism, 
which  was  depicted  in  the  most  glaring  colors  by  the 
opponents  of  the  project.  (2)  Opposition  to  an  increase 
in  the  power  of  the  Confederation,  and  apprehension  that 
a  state  bank  might  be  used  for  political  purposes  by  the 
federal  authorities.  (3)  The  connection  between  public 
credit  and  the  credit  of  the  bank  was  regarded  with 
anxiety,  the  unlimited  liability  of  the  Confederation  for 
the  obligations  of  the  bank  being  supposed  to  be  a  source 
of  great  danger.  (4)  The  possibilities  in  case  of  war,  the 
funds  of  the  State  Bank  being  subject  to  capture  and 
appropriation  by  an  enemy.  (5)  The  business  circles 
directly  interested  objected  (through  the  Swiss  Hdndels- 
und  Industrieveretii)  that  too  little  share  in  the  adminis- 
tration of  the  bank  had  been  left  to  merchants  and  busi- 
ness men ;  that  in  the  Bank  Council  the  representatives  of 
trade  and  manufactures  had  a  minor  part,  whereas  in  other 
countries  this  class  in  the  community  was  expected  and 
authorized  to  exercise  an  adequate  influence  on  similar 
institutions.  (6)  The  existing  banks  of  issue  were  inevi- 
tably influenced  by  the  loss  of  profit  on  their  circulation 
and  by  the  competition  which  they  must  expect  from  the 
new  institution.  (7)  Certain  Cantons  were  influenced  by 
the  financial  loss  which  they  must  similarly  experience 
from  the  withdrawal  of  the  issues  of  the  cantonal  banks. 
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It  would  carry  us  too  far  to  weigh  the  validity  of  these 
various  objections,  some  of  which,  indeed,  have  been 
su£Qciently  considered  in  the  preceding  pages. 

Before  the  vote,  the  leader  of  the  opposition  and  the 
originator  of  the  demand  for  a  referendum,  Herr  Cramer 
Frey,  president  of  the  HandeU-  und  Industrieverein^  had 
given  assurance  that  immediately  on  the  rejection  of 
the  project  a  new  plan  on  a  different  basis  would  be  taken 
in  hand.  The  representative  of  the  Federal  Department 
of  Finance,  Herr  Hauser,  has  recently  invited  this  society 
to  fulfil  the  promise  so  made,  and  to  proceed  with  the 
elaboration  of  a  new  project.  Inquiries  having  this  in 
view,  we  understand,  are  now  being  made,  and  more  par- 
ticularly conferences  have  been  held  between  the  society 
and  the  associated  banks.  A  circular  has  been  issued  to 
the  banks,  asking  them  for  a  statement  of  their  views.  A 
majority  of  the  banks  have  expressed  themselves  in  favor 
of  a  central  joint-stock  bank  ;  but  the  differences  of  opin- 
ion as  to  the  details  of  its  constitution  are  so  great  as  to 
make  it  difficult  to  elaborate  an  acceptable  project. 

Meanwhile,  at  a  general  meeting  of  the  associated  banks, 
held  on  the  28th  of  May  last,  the  Bank  of  Basfe  made  a 
motion  for  a  revision  of  the  existing  articles  of  association 
and  for  a  fresh  reform  in  the  legislation  regulating  the 
banks  of  issue.  The  somewhat  detailed  statement  of  the 
grounds  of  this  motion  mentions  that,  "  through  the  votes 
and  opinions  which  have  been  elicited  by  the  inquiries  of 
the  Hdndela'  und  Indu%trieverein^  it  is  made  plain  that  the 
interests  and  the  opinions  of  the  banks  of  issue  vary  widely, 
and  that  it  is  difficult  to  unite  them  on  any  one  project. 
To  bring  them  together,  concessions  must  be  made  which, 
even  with  the  greatest  good  will,  are  not  to  be  expected. 
.  .  •  Meanwhile  trade  progresses,  and  its  rapid  develop- 
ment makes  it  imperatively  necessary  that  the  efficiency 
of  the  banks  of  issue  shall  be  increased  by  some  better 
organization.     Various  motions  presented  of  late  at  the 
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general  meetings  of  the  associated  banks  have  been  either 
rejected  or  have  been  postponed  until  the  fate  of  the  State 
Bank  shall  be  settled.  We  believe  that  the  time  has  now 
come  for  a  carefal  consideration  of  all  the  questions  which 
have  been  thus  postponed.  We  propose  therefore  a  revi- 
sion of  the  two  existing  agreements  (Konkordate)  in  con- 
nection with  which  the  various  proposals  made  in  recent 
years  shall  receive  their  due  consideration.  Such  a  revi- 
sion is  not  to  be  understood  as  indicating  any  opposition 
to  the  execution  of  Article  89  of  the  constitution  [that 
is,  the  new  article  providing  for  a  monopoly  bank] :  it 
should  serve  rather  to  pave  the  way  to  the  eventual 
establishment  of  a  state  bank."  The  motion  made  on 
these  grounds  by  the  Bank  of  Basle  was  carried.  There  is 
thus  ground  for  hope  that  the  revision  of  the  bank  agree- 
ments may  lead  to  better  organization  of  the  banks  them- 
selves, and  to  better  service  for  the  industries  of  the 
country,  until  such  period  as  the  existing  system  shall 
finally  be  replaced  by  a  central  bank  system. 

M.  Saistdoz. 
Inspektorat  der  Schweizerischen 
Emisbionsbanken,  Bern. 
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THE  OBJECTS  AND  METHODS  OF  CURRENCY 
REFORM  IN  THE  UNITED  STATES. 

Agitation  for  currency  reform  is  by  no  means  of  re- 
cent origin.  Indeed,  in  a  certain  sense,  this  agitation  can 
be  said  to  date  from  the  close  of  the  Civil  War.  Of 
course,  it  has  not  been  altogether  continuous  either  in 
intensity  or  as  respects  the  precise  objects  sought.  Up  to 
1880  the  particular  questions  which  now  most  agitate 
the  public  mind  received  comparatively  little  attention, 
though  considerable  stress  was  laid  on  the  importance  of 
elasticity  —  especially  emergency  elasticity  —  to  meet  the 
needs  of  a  panic.  But  since  1880  the  stream  of  articles, 
papers,  and  reports,  setting  forth  projects  of  reform  which 
in  large  measure  anticipate  those  now  before  the  country, 
has  been  almost  continuous.  The  force  of  the  agitation 
diminished  at  the  close  of  the  decade  1880-90,  and  in  the 
early  years  of  the  next  decade,  when  the  renewal  of  the 
struggle  over  silver  made  it  necessary  to  confine  attention 
to  the  all-important  matter  of  the  standard  of  value.  But, 
after  the  panic  of  1898  and  the  repeal  of  the  silver  pur- 
chase act,  the  movement  for  currency  reform  assumed 
great  proportions.  It  was  felt,  as  never  before,  that  some- 
thing must  be  done  to  give  increased  security  to  the 
standard  of  value  and  to  furnish  a  more  satisfactory 
paper  currency.  This  feeling,  especially  as  respects  the 
paper  currency,  found  its  first  important  expression  in  the 
so-called  Baltimore  Plan,  put  forth  by  the  Bankers'  Asso- 
ciation in  the  fall  of  1894.  This  was  quickly  followed  by 
Secretary  Carlisle's  scheme,  which  got  so  far  as  to  be 
favorably  reported  by  the  House  Committee  on  Banking 
and  Currency.  The  next  Congress  took  up  the  matter 
with  earnestness ;  and  a  number  of  bills  were  brought  for- 
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ward,  some  of  which  deserve  very  careful  consideration. 
In  the  early  weeks  of  1897  the  movement  received  a  new 
impulse  from  the  Indianapolis  Business  Men's  Conven- 
tion. This  convention  resulted  in  the  appointment  of  a 
Monetary  Commission,  which  prepared  and  submitted  a 
long  and  elaborate  report  in  the  first  days  of  1898.  This, 
again,  had  been  preceded  a  few  weeks  by  the  plan  of 
Secretary  Gage.  It  is  perhaps  unnecessary  to  add  that 
alongside  of  Uiese  projects  having  a  public  or  semi-public 
origin,  there  have  appeared  innumerable  plans  of  reform 
from  editors,  bankers,  and  other  persons  who  represent 
only  themselves. 

But,  in  spite  of  the  very  considerable  dimensions  of  the 
agitation, —  whether  judged  by  the  number  or  by  the 
standing  of  the  participants, —  it  is  apparent  that  we  are 
still  a  good  way  short  of  attaining  an  adequate  measure  of 
currency  reform.  Much  has  yet  to  be  done,  if  the  move- 
ment ii  to  succeed.  One  thing  needed,  as  probably  all 
would  agree,  is  the  securing  of  greater  unanimity  among 
those  who  materially  influence  legislation,  both  as  to  what 
is  wanted  and  how  it  is  to  be  accomplished.  But,  again, 
a  necessary  preliminary  to  this  unanimity  is  the  securing 
of  clear  and  definite  ideas.  The  subject  of  currency  re- 
form is,  at  best,  a  difScult  one,  and  the  great  multiplicity 
and  apparent  complexity  of  reform  projects  add  much  to 
the  confusion  of  mind  in  which  men  generally  find  them- 
selves with  respect  to  these  matters.  As  in  so  many 
similar  cases,  a  clear  understanding  of  the  objects  aimed 
at  and  of  the  means  which  must  be  employed  for  accom- 
plishing these  objects  makes  the  comprehension  of  reform 
plans  much  easier  than  would  generally  be  supposed. 
Doubtless  there  is  much  room  for  difference  of  opinion  as 
to  which  of  several  methods  of  accomplishing  a  given 
object  is,  on  the  whole,  best.  But  a  necessary  preliminary 
to  agreement  along  these  lines  is  plainly  better  compre- 
hension, and  that  can  be  much  facilitated. 
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To  bring  about  this  better  comprehension  of  objects  and 
methods,  nothing  seems  more  promising  than  a  compara- 
tive study  of  projects  now  before  the  country.  For  it  is 
surely  safe  to  say  that  few,  if  any,  possible  expedients  for 
accomplishing  the  ends  of  currency  reform  have  been 
overlooked  in  the  long  agitation,  and  that  the  plan  ulti- 
mately agreed  upon  will  be  some  combination  of  the 
methods  and  devices  already  put  forth  in  the  numerous 
projects  now  before  the  public.  This,  then,  is  my  pur- 
pose,—  to  undertake  a  comparative  study  of  projects  for 
currency  reform,  with  the  design  of  making  clear  the 
objects  of  such  reform,  and  the  various  methods  and  de- 
vices which  have  been  or  may  be  proposed  for  accomplish- 
ing these  several  objects. 

Taking  up,  then,  the  objects  of  currency  reform,  the 
first  and  most  important  is  the  securing  of  greater  stability 
for  the  standard  of  value.  At  present  it  is  doubtless  true 
that  the  meaning  of  the  word  ^'  dollar  "  is  determined  by 
25.8  grains  of  gold;  and,  in  a  general  way,  this  has  been 
the  fact  ever  since  January  1, 1879.  Tet  it  is  a  common- 
place that  whether  or  not  this  should  continue  to  be  the 
fact  has  been  in  the  highest  degree  uncertain  for  several 
years.  To  borrow  a  figure  from  mechanics,  the  standard 
has  been,  and  is,  in  a  state  of  unstable  equilibrium.  At 
almost  any  moment  it  has  been  liable  to  be  overthrown. 
Again  and  again,  during  the  last  five  years,  we  have  been 
on  the  eve  of  a  state  of  things  wherein  the  value  of  one 
dollar  should  come  to  be  determined  by  something  other 
and  cheaper  than  25.8  grains  of  gold.  It  is  not  improbable 
that  the  danger  of  such  overthrow  of  the  standard  has 
been  somewhat  exaggerated,  and  that  the  gold  standard  has 
been  more  secure  than  is  com  monly  imagined.  Nevertheless, 
there  has  undoubtedly  been  some  considerable  danger  of  this 
overthrow ;  and  the  fear  of  it  has  been  almost  as  disastrous 
as  the  real  thing  could  be.    While  the  results  of  a  sudden. 
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drop  to  a  silver  basis  or  even  to  a  greenback  basis  would 
be  appalliDg,  few  things  can  be  more  disastrous  in  the  in- 
dustrial world  than  continued  uncertainty.  The  blight 
which  this  state  of  things  puts  on  all  industrial  enterprise 
almost  inclines  one  to  say,  ^^  Better  give  us  the  change  at 
once  —  even  the  change  to  silver  —  than  leave  us  in  per- 
petual dread  of  it."  Surely,  any  adequate  scheme  of  cur- 
rency reform  must  undertake  to  remove  just  as  far  as  pos- 
sible this  state  of  uncertainty,  to  make  the  gold  standard 
really  stable  and  sure. 

A  second  requisite  which  any  satisfactory  monetary  sys- 
tem must  provide  is  the  safety  or  security  of  its  bank-note 
circulation.  At  first  glance,  it  might  seem  as  if  this  were 
included  under  the  preceding  requisite, —  that  is,  the  stabil- 
ity of  the  standard, —  since,  of  course,  the  stability  of  the 
standard  depends,  in  a  large  measure,  upon  the  converti- 
bility of  the  credit  media  of  exchange.  Yet,  in  fact,  these 
two  requisites  of  a  sound  currency  may  be  quite  distinct. 
To  provide  for  the  stability  of  the  gold  standard  is  to  pro- 
vide an  order  of  things  wherein  the  value  of  the  dollar  is 
continuously  and  unquestionably  determined  by  a  certain 
amount  of  gold.  To  provide  a  secure  bank  circulation, 
on  the  other  hand,  is  to  insure  a  state  of  things  wherein 
all  bank-notes  under  all  circumstances  are  convertible  into 
some  form  of  legal  tender.  Now  it  is  possible  to  have 
one  of  these  two  conditions  without  the  other  in  either  of 
two  cases.  First,  when,  as  in  this  country  to-day,  there 
are  several  legal  tenders,  the  security  of  bank-notes  would 
be  attained,  provided  there  were  no  doubt  of  their  con- 
vertibility into  any  one  of  these  legal  tenders,  although  at 
the  same  time  gold  might  have  disappeared  and  the  green- 
back have  become  the  standard.  Thus  we  had  from  1866 
to  1879  a  secure  bank-note  system.  We  did  not  have  a 
gold  standard.  Secondly,  even  were  there  no  legal  tender 
other  than  gold,  the  gold  standard  might  be  maintained, 
while  the  notes  of  mmor  banks  or  of  failed  banks  were  at 
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a  discount  or  quite  worthless.  It  is,  therefore,  necessary 
to  distinguish  the  providing  for  a  secure,  a  safe,  a  con- 
vertible bank  currency  from  the  providing  for  a  stable 
standard.  The  currency  project  which  succeeds  in  fur- 
nishing the  former  requisite  must  insure  such  a  state  of 
things  that  the  holder  of  the  circulating  note  of  any  bank 
shall  be  certain  of  being  able  to  get  its  face  value  at  all 
times,  and  without  any  reference  to  the  solvency  of  the 
particular  bank  which  issues  it. 

A  third  object  which  the  currency  reformer  must  set  be- 
fore himself  is  the  securing  of  greater  elasticity  in  the 
monetary  system,  taken  as  a  whole.  Objection  is  occasion- 
ally made  to  the  use  of  the  term  '^  elasticity  "  in  this  con- 
nection, but  it  seems  to  me  very  expressive  and  sufficiently 
accurate.  Briefly  defined,  it  means  that  property  is  a  cir- 
culating medium  by  virtue  of  which  it  increases  in  quan- 
tity to  correspond  with  increase  in  need  and  diminishes  in 
quantity  to  correspond  with  diminution  in  need.  For  our 
purposes,  it  is  convenient  to  distinguish  ordinary  and  emer- 
gency elasticity.  By  the  former  is  meant  the  capacity  of 
any  circulating  medium  to  respond  to  those  changes  in 
monetary  need  which  take  place  in  the  course  of  a  single 
year,  as  between  winter  and  spring  or  summer  and  fall. 
By  emergency  elasticity,  on  the  other  hand,  I  mean  the 
capacity  to  respond  to  those  changes  in  need  which  con- 
nect themselves  with  a  panic.  Doubtless  these  two  sorts 
of  changes  in  need  differ,  on  the  surface,  at  least,  only  in 
degree.  Still,  the  causes  are  very  different ;  and  it  is  not 
unlikely  that  remedies  also  should  be  different. 

Now  it  is  probably  unnecessary  to  occupy  much  time 
arguing  as  to  the  desirableness  of  an  elastic  currency. 
Over  and  over  again,  during  the  last  few  years,  different 
writers  have,  on  the  basis  of  theory  and  statistics  alike, 
called  attention  to  the  importance  of  this  property.  The 
variations  in  the  need  for  money  from  year  to  year,  from 
season  to  season,  must  be  admitted ;  and,  if  the  variations 
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in  need  are  admitted,  there  is  scarcely  room  for  argument 
that  corresponding  variations  in  supply  are  highly  desir- 
able, since  a  failure  of  the  monetary  system  to  show  such 
variations  in  supply  to  correspond  with  variations  in  need 
must  bring  about  alternate  stringencies  and  plethoras  in 
the  monetary  stock  which  will  inevitably  work  much  harm 
and  inconvenience.  Stringencies  increase  failures  and  em- 
barrassments in  business,  cause  much  suffering  and  anxi- 
ety, and,  in  extreme  cases,  doubtless  cause  a  decided 
depression  in  the  level  of  prices.  On  the  other  hand, 
plethoric  conditions  are  apt  to  lead  to  excessive  specula- 
tion, encourage  the  undertaking  of  impracticable  or  un- 
profitable schemes,  and  especially  increase  the  difficulty 
of  maintaining  the  standard  money  reserve  by  causing 
abnormally  low  rates  of  discount,  and  thus  promoting  the 
outflow  of  gold. 

A  fourth  object  which  any  satisfactory  system  of  cur- 
rency reform  must  seek  to  accomplish  is  the  furnishing  of 
more  adequate  currency  and  banking  facilities  for  the  out- 
lying districts,  for  the  villages  remote  from  the  great  com- 
mercial and  banking  centres.  From  the  South  and  West, 
particularly,  there  comes  constant  complaint  of  inade- 
quate currency  facilities.  According  to  common  accounts, 
this  lack  of  money  not  infrequently  is  so  extreme  as  to 
make  necessary  the  resort  to  barter  or  the  substitution 
for  money  of  store  orders  or  some  similar  device.  When 
less  serious  than  this,  the  lack  takes  the  form  of  an  insuffi- 
cient supply  of  cash  for  loaning  operations.  Doubtless 
this  difficulty  is  not  a  little  due  to  a  lack  of  capital.  The 
districts  in  question  are  poor  themselves,  and  the  business 
opportunities  which  might  attract  capital  from  other  com- 
munities are  limited.  No  increase  in  the  nation's  supply 
of  money,  no  increase  in  the  facilities  for  banking,  would 
make  capital  or  money  as  abundant  in  such  communities 
as  in  the  great  centres  of  trade.  Still,  there  are  doubtless 
removable  causes  which  operate  to  aggravate  a  difficulty 
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arising  from  the  natural  circumstances.  Thus  it  is  a  well- 
established  principle  of  banking  that  country  banking  can 
flourish  only  with  some  power  to  issue  circulating  notes, 
since  the  country  demand  for  loans  is  largely  a  demand 
for  ^^  money  "  loans.  But  our  system  practically  prohibits 
the  issue  of  notes  by  country  banks,  since  it  puts  a  pro- 
hibitive tax  on  State  bank  circulation,  makes  the  mini- 
mum of  capital  for  national  banks  so  high  that  country 
villages  cannot  hope  to  establish  them,  and,  finally,  fails 
to  furnish  the  natural  substitute, —  the  small  branch  from 
the  great  city  bank.  It  may  therefore  be  set  down  as 
certain  that  the  inadequate  currency  and  banking  facili- 
ties of  the  country  districts  are  so  far  in  need  of  amend- 
ment that  this  forms  an  important  object  of  every  plan  of 
currency  reform. 

Doubtless  there  are  several  other  objects  of  some  im- 
portance which  a  project  of  currency  reform  ought  not 
altogether  to  neglect,  which,  indeed,  ought  to  be  before 
the  mind  of  the  student  in  passing  judgment  upon  any 
such  project ;  such  as  the  introduction  of  greater  simplicity 
and  unity  into  our  system,  the  avoidance  of  any  sudden 
and  great  change  in  the  monetary  stock  of  the  country, 
the  placating  of  the  silver  interest,  the  providing  for  a  sat- 
isfactory scheme  of  bank  organization,  the  insuring  an 
adequate  system  of  supervision.  But  within  the  limits  of 
a  single  article  it  is  out  of  the  question  to  exhaust  the 
subject  in  every  phase.  We  shall  content  ourselves, 
therefore,  with  a  consideration  of  the  four  more  important 
objects  set  forth  above. 

As  the  reader  will  remember,  one  of  the  first  tasks  which 
the  currency  reformer  must  set  himself  is  the  giving  of 
greater  stability  to  the  standard  of  value.  It  should  be 
made  as  certain  as  possible  that  25.8  grains  of  gold  shall 
continue  to  determine  the  value  of  one  dollar.  In 
general,  the  expedients  which  have  this  object  in  view  fall 
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into  two  classes.  The  one  seeks  to  make  more  definite 
and  strong  the  national  purpose  to  maintain  the  standard. 
The  other  tries  to  improve  the  conditions  for  the  carrying 
out  of  this  national  purpose.  Continuing  the  analysis  of 
this  second  process,  we  note  that  expedients  working 
along  this  line  must  all  be  directed  to  the  ultimate  ac- 
complishment of  one  object, —  the  shutting  out  of  a 
premium  on  gold ;  for  the  presence  or  absence  of  a  pre- 
mium is  the  crucial  test  of  the  continued  maintenance  of 
the  standard.  There  may  be  a  disparity  between  differ- 
ent moneys,  and  yet  gold  continue  to  be  the  standard, 
provided  the  disparity  takes  the  form  of  a  discount  on  the 
inferior  moneys  rather  than  a  premium  on  the  standard 
money.  But  any  appearance  of  a  premium  on  standard 
money  means  that,  for  the  moment  at  least,  the  standaixl 
has  been  overthrown.  As  a  consequence,  practically  every 
expedient  that  can  hope  to  improve  the  conditions  for 
successfully  carrying  out  the  national  will  to  maintain  the 
gold  standard  must  be  directed  to  the  exclusion  of  a  gold 
premium.  But,  again,  the  prevention  of  a  gold  premium 
depends  on  our  maintaining  the  convertibility  into  gold 
of  other  forms  of  circulating  media,  particularly  of  other 
legal  tender  media,  when  such  exist.  The  moment  gold 
ceases  to  be  interchangeable  for  any  legal  money  as  such, 
—  gets  the  status  of  a  special  sort  of  commodity  which 
one  has  to  buy  with  money, —  a  premium,  large  or  small, 
must  appear.  But,  in  turn,  convertibility  depends  on  the 
maintenance  within  the  country  of  a  reserve  of  gold. 
Some  institution,  whether  the  Treasury  or  banks,  must 
keep  a  stock  of  gold  with  which  to  supply  those  who  need 
it  in  exchange  for  other  forms  of  money  or  bank  credit- 
This  is  a  requisite  of  every  system,  and  surely  of  our  sys- 
tem, where  there  are  at  least  two  other  legal  tenders  of 
inferior  quality,  which  will  inevitably  establish  themselves 
as  the  standard  of  value  if  not  at  every  moment  con- 
vertible into  gold.     It  is  hardly  less  a  requisite  even  when 


Digitized  by 


Googk 


CURRENCY  REFORM  IN  UNITED  STATES         815 

notes  are  not  legal  tender,  since  general  suspension  of 
specie  payments  —  even  when  not  authorized  by  law  — 
almost  inevitably  results  in  the  practical  acceptance  by  the 
public  of  the  bank-notes  as  legal  tender  and  the  appear^ 
ance  of  a  premium  on  standard  money. 

With  thia  primary  analysis  in  mind,  we  are  prepared  to 
consider  the  special  methods  which  have  been  suggested 
for  making  the  standard  more  stable.  Of  the  various  ex- 
pedients which  have  as  their  object  the  fixing  of  the  na- 
tional purpose  to  maintain  the  standard,  the  first  is  the 
declaratory  act.*  Let  Congress  pass  a  law  declaring  that 
it  is  the  intention  of  the  United  States  to  maintain  the 
parity  of  all  its  moneys  with  gold.  Against  this  device  it 
may  be  argued  that  it  has  been  done  already  in  the  silver 
purchase  act  of  1890,  and,  further,  that  mere  declarations 
of  purpose  are  of  little  value  in  any  case,  since  the  power 
that  made  them  is  always  at  hand  to  unmake  them.  On 
the  other  hand,  it  is  to  be  said  that  a  reiteration  of  the 
national  purpose  would  surely  strengthen  the  faith  of  the 
business  world,  showing  the  continuance  of  the  same  pur- 
pose after  the  lapse  of  seven  years.  Further,  the  conten- 
tion that  Gongpress  could  reverse  such  a  declaration  as 
easily  as  it  was  originally  made  is  answered,  at  least  in 
part,  by  the  consideration  that  it  is  always  more  or  less 
difficult  to  reverse  a  nation's  policy,  when  once  definitely 
declared.  The  sense  of  honor,  pride  in  one's  consistency, 
tendency  to  assume  the  rightness  of  what  is, —  these  and 
many  other  social  forces  are  the  bulwarks  of  a  policy  once 
formally  determined  upon.  In  any  case,  this  expedient 
could  do  no  harm :  it  might  be  of  some  use. 

A  second  and  decidedly  more  promising  expedient, 
which  is  proposed  in  one  or  more  of  the  reform  bills  or 
projects  now  before  the  country,  is  to  make  the  bonds  and 
other  obligations  of   the  United  States  run  in  terms  of 

*  GommiaBioii  Bill  (Indianapolis  Monetary  Gommiarion),  section  1.  See  the 
bibliographical  note  at  the  dose  of  this  article. 
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gold,*  This  would  be  almost  decisive  in  fixing  the  na- 
tional purpose  to  maintain  the  gold  standard.  Doubtless 
repudiation  is  always  possible.  But,  on  the  part  of  the 
United  States,  it  is  in  the  highest  degree  unlikely.  Once 
we  have  promised  to  pay  the  public  debt  and  its  interest 
in  gold,  there  would  be  no  going  back  without  at  least  a 
serious  and  earnest  effort  to  maintain  gold  payments. 

Finally,  the  Monetary  Commission  recommends  a  formal 
decision  of  the  country  to  pay  out  gold  in  exchange  for 
silver.f  Any  action  by  Congress  of  this  kind  may  seem 
improbable.  But  the  country  has  at  least  had  the  advan- 
tage of  an  announcement  by  a  former  Secretary  of  the 
Treasury  that  he  should  feel  bound  to  pursue  this  course, 
if  it  proved  necessary  as  a  means  for  carrying  out  the 
implied  mandate  of  the  act  of  1890  to  maintain  the  parity 
of  the  two  metals. 

Passing  on  now  to  the  expedients  proposed  for  carrying 
out  more  perfectly  the  national  purpose  to  maintain  the 
gold  standard,  we  find  a  very  large  variety.  As  we  have 
just  noted,  the  immediate  object  of  all  such  expedients 
must  be  the  maintenance  and  proper  management  of  the 
national  gold  reserve.  At  this  point  the  various  plans  of 
reform  differentiate  according  as  they  leave  this  task  of 
maintaining  and  managing  the  gold  reserve  to  the  United 
States  Treasury,  as  at  present,  or  transfer  it  to  some  bank- 
ing institution  or  institutions.  Let  us  begin  with  reform 
plans  of  the  first  class.  The  various  expedients  of  this 
sort  naturally  divide  into  two  sub-classes, —  those  which  try 
to  render  easier  the  task  of  the  Treasury  and  those  which 
better  fit  the  Treasury  for  the  performance  of  the  task- 
But,  again,  there  are  at  least  three  ways  of  making  the 
task  easier  for  the  Treasury.  First,  we  can  so  alter  the 
conditions  that  there  will  be  diminished  demand  for  gold 
for  hoarding  or  export.  Secondly,  we  can  so  change  things 
that  in  ordinary  times  the  supplies  of  gold  needed  for  the 

*  ComnussioD  Bill,  section  2 ;  Gage  Bill.       t  GommisnoD  Bill,  seotion  8. 
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satisfaction  of  this  demand  will  be  furnished  from  other 
sources,  and  so  will  not  constitute  a  drain  on  the  Treas- 
ury, Finally,  we  may  so  modify  the  currency  arrange- 
ments that  there  will  be  naturally  a  flow  of  gold  supplies 
to  the  Treasury. 

Take  now  the  first  of  these  methods.  What  are  the 
ways. of  checking  the  demand  for  gold?  Plainly,  the  res- 
toration of  confidence  would  do  much,  since  hoarding  is 
entirely,  and  exportation  largely,  due  to  a  feeling  of  doubt 
as  to  whether  gold  payments  will  be  maintained.  In  this 
direction  of  restoring  confidence  would  operate  the  expe- 
dients already  referred  to,  such  as  the  passage  of  a  declar- 
atory resolution  or  making  bonds  or  notes  payable  in  gold. 
In  the  same  way,  much  woidd  be  gained  were  we  to  carry 
out  the  proposals  to  segregate  silver  and  Treasury  notes 
by  putting  the  former  in  the  place  now  occupied  by  bank- 
notes of  smaller  denominations,  and  shunting  off  the  green- 
backs into  the  bank  reserves,  or  into  the  Treasury  as  se- 
curity or  guarantee  fund  for  the  bank  circulation,*  or  as  a 
part  of  the  reserve  of  the  issue  department.!  Get  silver 
and  demand  notes  out  of  sight,  particularly  out  of  New 
York,  and  confidence  would  be  greatly  increased.  Again, 
much  help  would  come  from  the  partial  retirement  of  these 
forms  of  currency  by  the  diminution  of  their  stock  to, 
say,  two-thirds  of  the  present  amount.  The  business 
world  cannot  but  regard  the  probability  of  a  debtor's 
solvency  as  varying  inversely  as  the  extent  of  his  out- 
standing obligations.  Men  woidd  feel  that  our  gold  re- 
serve could  easily  support  four  hundred  millions  of  silver 
and  notes,  while  six  hundred  millions  might  cause  the 
structure  to  topple  over.J 

A  change  of  the  utmost  importance,  which  would  work 
in  the  direction  of  making  the  maintenance  of  the  reserve 

*  Carlisle,  Eokels,  Merriam,  and  othen.  f  Qatge, 

t  The  Banherg*  Magcuine  (NoTember,  1896,  p.  ^9)  proposes  the  Tednotionof 
amoimt  of  legal  tenders  to  one  hundred  and  fifty  million.  Ptesident  Williams 
of  the  Ghemieal  National  Bank  proposes  reduetion  to  one  hundred  million. 


Digitized  by 


Googk 


818  QUABTEBLT  JOURNAL  OF  ECONOMICS 

€asier  by  diminishing  the  demand  for  gold,  as  well  as  in 
other  ways,  would  be  the  furnishing  of  adequate  revenues. 
Daring  the  troublesome  period  of  borrowing  through 
which  we  have  passed,  the  presence  of  ample  revenues  in 
the  Treasury  would  have  practically  compelled  the  Treas- 
ury to  hoard  the  greenbacks  which  it  redeemed  with  the 
proceeds  of  the  various  loans,  and  so  would  have  caused 
a  natural  contraction  of  the  circulation,  which,  in  turn, 
would  have  checked  the  outflow  of  gold,  and  therefore 
greatly  assisted  in  the  maintenance  of  the  standard.  To 
meet  this  need  for  ample  income,  several  schemes  propose 
to  give  to  the  Secretary  the  power  to  make  temporary 
loans. 

The  same  would  be  the  operation  of  any  device  for  pro- 
viding elasticity,  especially  contractility,  in  the  currency, 
so  that  in  dull  times  there  would  be  a  natural  relief  to 
that  plethoric  condition  of  the  bank  reserves  which  always 
tends  to  drive  out  gold.  The  particular  expedients  for  at- 
taining this  elasticity  we  leave  for  consideration  till  we 
reach  the  subject  of  elasticity. 

Such  are  some  of  the  devices  for  rendering  easier  the 
task  of  the  Treasury  by  diminishing  the  demand  for  gold. 
The  second  method  of  seeking  this  result  was  to  shift  the 
burden,  to  a  certain  extent,  on  other  institutions, —  to 
make  the  conditions  such  that  other  sources  of  supply 
will  furnish,  in  part  at  least,  the  needed  gold.  As  is  well 
known,  this  was  the  state  of  the  case  almost  entirely  prior 
to  1892.  The  banks  supplied  the  gold  needed  for  export. 
As  the  general  stock  in  the  country  outside  the  Treasury 
is  larger  than  ever,  the  explanation  of  the  failure  of  the 
banks  to  continue  to  do  this  work  is  not  the  lack  of  re- 
sources. It  was  chiefly  due,  no  doubt,  to  the  distrust 
caused  by  the  purchase  of  silver  and  the  correlated  issue 
of  new  notes, —  a  distrust  which  has  not  yet  altogether 
disappeared.  Consequently,  everything  that  works  in  the 
direction  of  increased  confidence  will  tend  to  re-establish 
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the  former  practice.  Here,  then,  the  methods  already 
proposed  to  restore  public  confidence  again  suggest 
themselves. 

But  it  is  possible  not  only  to  persuade  banks  to  fur- 
nish at  least  some  of  the  gold,  but  also  to  put  some  press- 
ure with  this  end  in  view  upon  them,  even  though  the 
task,  in  general,  still  rests  on  the  Treasury.  The  banks 
must  of  course  maintain  legal  tender  payments  to  their 
various  creditors,  whether  note-holders  or  depositors. 
Now  it  is  quite  possible  to  diminish  the  ease  with  which 
they  can  get  possession  of  other  sorts  of  legal  tender.  It 
is  not  necessary  to  retire  all  the  silver  to  diminish  the 
stock  of  the  great  central  banks.  As  already  noted, 
almost  every  scheme  proposes  the  relegation  of  the  silver 
coin  or  certificates  to  the  small  note  circulation.  Get  it 
fully  occupied  in  this  way,  and  the  chances  are  that  the 
New  York  banks  would  see  comparatively  little  of  it. 
Similarly,  the  greenbacks  would  be  shelved  by  any  one  of 
two  or  three  plans  requiring  the  banks  to  keep  a  consider- 
able part  of  their  reserves  in  Treasury  notes  *  or  to  use 
them  as  a  guarantee  fund  for  the  bank-notes  (as  in  the 
Carlisle-Cox  bill)  or  prohibiting  reissue  after  redemption, 
except  in  exchange  for  gold.  By  these  means  it  could  be 
made  somewhat  difficult  for  the  banks  to  get  legal  tender 
other  than  gold,  and  so  far  it  would  tend  to  compel  gold 
payments. 

If  it  should  not  prove  easy  to  compel  the  banks  to 
maintain  gold  payments  by  cutting  off  their  supplies  ot 
other  legal  tender,  these  same  measures  would  at  least 
make  it  much  more  difficult  for  the  banks  to  get  hold  of 
Treasury  notes  with  which  to  draw  off  the  Treasury's 
gold,  and  thus  would  bring  upon  the  banks  considerable 
pressure  to  furnish,  themselves,  the  gold  demanded  by 
their  customers  for  export.    Doubtless  the  banks  could  re- 

* "'  Treasury  notes  "  h  used  ihroughont  this  article  to  desi^^nate  goyern- 
ment  paper,  whether  greenbacks  or  the  Treasury  notes  of  1890. 
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fuse  to  do  this ;  but  it  is  not  likely  that  they  would  do  so, 
since  they  would  have  every  reason  to  dread  the  possible 
appearance  of  a  gold  premium. 

A  third  class  of  expedients  for  making  easier  the  task 
of  the  Treasury  in  maintaining  the  reserve  is  to  provide 
that  the  gold  stock  of  the  country  shall  naturally  gravi- 
tate towards  the  Treasury.  When  one  considers  the  great 
dimensions  of  this  stock  and  the  very  small  portion  of  it 
which  is  in  actual  use  as  a  medium  of  exchange  in  the  or- 
dinary sense,  it  seems  certain  that  our  failure  to  make  easy 
work  of  maintaining  the  gold  reserve  must  be  due  not  to 
the  lack  of  gold  in  the  country,  but  to  some  failure  on 
our  part  to  make  the  most  economical  use  of  what  we 
have.  Now,  plainly,  the  most  economical  way  to  use  gold 
is  to  withhold  it  from  uses  where  other  moneys  will  do 
just  as  well,  and  devote  it  to  the  particular  task  which  it 
alone  can  perform.  Applying  this  principle,  it  surely 
would  be  wasteful  to  extend  the  use  of  gold  as  the  ordi- 
nary medium  of  exchange,  since  people  do  not  like  it  for 
this  purpose  and,  besides,  have  something  else  for  that 
work.  Again,  it  is  wasteful  to  use  the  gold  for  bank  re- 
serves, since  banks  are  not  obliged  to  pay  gold,  but  only 
legal  tenders  of  some  sort ;  and  of  such  legal  tenders  there 
are  others  less  important  than  gold,  which  will  answer  the 
purpose  of  the  banks  just  as  well.  But  a  use  for  gold 
which  is  not  wasteful,  because  absolutely  necessary,  is  to 
keep  up  the  standard  money  reserve,  the  maintenance  of 
which  is  so  plainly  essential  to  the  maintenance  of  the 
standard  of  value.  These  propositions  being  admitted,  it 
plainly  follows  that  the  system  should  be  so  constructed  — 
the  channels  of  the  circulatory  system  so  adjusted  —  that 
the  supplies  of  gold  shall  naturally  flow  into  the  Treas- 
ury which  has  the  keeping  of  the  reserve.  Now  it  is 
needless  to  say  that  this  is  very  far  from  being  the  case. 
Just  now,  indeed,  the  Treasury  stock  is  growing.  But,  in 
general,  during  the  last  five  years,  it  has  been  necessary 
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to  make  great  and  constant  effort  to  keep  a  fifth  of  the 
gold  stock  with  the  Treasury.  Surely,  this  is  wrong- 
How  shall  it  be  remedied? 

In  answering  this  question,  we  naturally  begin  with 
another.  Where  does  the  gold  go  that  does  not  get  into 
the  hands  of  the  Treasury  ?  The  answer  is,  into  hoards 
and  bank  reserves  chiefly.  And  how  shall  we  change  its 
direction  ?  As  regards  the  hoards,  nothing  would  avail  so 
much  as  unquestioning  confidence  in  the  stability  and 
permanence  of  the  gold  standard.  Few  people  would 
hoard  gold,  had  they  no  thought  that  it  would  go  to  a 
premium.  The  devices  already  suggested  for  this  object 
of  securing  confidence  will  tend  to  release  gold  from 
hoards.  Further,  restored  confidence  would  diminish  the 
tendency  of  the  banks. to  discriminate  in  payments  to  the 
government,  as  they  do  now,  retaining  the  gold  and  pay- 
ing over  Treasury  notes  or  silver. 

But,  again,  the  bank  reserve  must  be  made  to  jdeld  its 
supplies  of  gold.  And  this,  as  remarked  in  another  con- 
nection, is  very  easy.  Thus  several  of  the  reform  projects 
provide  that  the  banks  shall  be  required  to  keep  the 
larger  part  of  their  reserves  in  Treasury  notes.  Doubt- 
less the  banks  will  object  to  this.  Their  position  is  a 
very  favorable  one.  Reserves  —  idle  money — they  must 
keep.  On  some  hundreds  of  millions,  therefore,  they  lose 
interest  in  any  case.  Now  these  reserves  they  are  at 
liberty  to  keep  in  the  form  of  gold ;  yet  they  are  permitted 
at  the  same  time  to  discharge  all  their  obligations  in  other 
legal  tenders,  paper  or  silver.  Thus  they  are  by  law 
placed  in  a  position  to  reap  all  the  advantages  of  hoarding 
gold  without  accepting  any  of  the  burdens  or  obligations 
belonging  to  such  a  position.  Either  require  them  to 
maintain  gold  payments  or  to  release  the  gold.  Of  course, 
this  does  not  mean  that  they  shall  be  prohibited  from 
hoarding  gold,  as  any  one  else  would, —  that  is,  outside 
their  reserves.    If  they  think  the  chance  of  gain  great 
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enough  to  offset  the  loss  of  interest,  let  them  keep  all 
the  gold  they  please.  But  we  may  he  very  certain  that 
they  will  do  little  hoarding  of  this  sort. 

We  ought  hardly  to  leave  this  point  without  comment- 
ing on  one  objection  which  is  offered  to  this  plan, —  that 
to  require  a  fixed  proportion  to  the  reserve  in  Treasury 
notes  would  perhaps  destroy  the  expansibility  of  the  bank 
circulation,  since  the  amount  of  greenbacks  is  rigidly  fixed. 
This  difficulty  is  not,  I  fancy,  very  serious.  No  legisla- 
tion  is  final.  A  readjustment  of  the  proportion  between 
the  greenback  and  non-greenback  portion  of  the  reserves 
could  easily  be  made, —  might,  indeed,  be  left  to  the  dis* 
cretion  of  the  Comptroller. 

Another  device  incorporated  into  several  bills  by  which 
the  gold  would  naturally  be  shunted  towards  the  Treasury 
is  to  retire  the  gold  certificates.  These  make  it  easier  for 
banks  to  hold  gold,  and  so  increase  the  likelihood  that 
they  will  do  so.  If  they  had  to  store  and  handle  the 
metal  itself,  it  is  probable  that  they  would  prefer  the 
greenbacks,  and  would  therefore  turn  over  the  gold  to  the 
Treasury  in  exchange  for  greenbacks.  This  device  has^ 
however,  already  largely  expended  its  capacity  for  doing 
good,  since  the  action  of  the  Treasury  in  discontinuing 
the  further  issue  of  gold  certificates  has  already  retired 
the  major  part  of  this  form  of  paper. 

We  have  now  considered  some  devices  for  making  the 
task  of  the  Treasury  an  easier  one.  We  must  next  see 
how  it  has  been  proposed  better  to  fit  the  Treasury  for 
the  performance  of  that  task ;  for,  of  course,  it  is  impos- 
sible to  provide  automatically  working  conditions  which 
will  entirely  satisfy  the  case.  Conscious,  rational  inter* 
ference  is  at  times  inevitable.  The  keeper  of  the  reserve 
must  consciously  endeavor  at  times  to  check  the  outflow 
of  gold,  and  at  times  to  stimulate  the  inflow.  Where  the 
banks  attend  to  the  work,  they  have  devised  an  elaborate 
system  of  expedients  to  accomplish  these  ends.     If,  with 
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UB,  the  Treasury  is  to  continue  the  performance  of  this 
function,  it  should  be  organized  as  far  as  possible  for  that 
purpose,  and  provided  with  adequate  machinery. 

This  necessity  is  more  or  less  fully  realized  by  all  re- 
formers. The  first  thing  needed  is  evidently  the  separate 
organization  of  an  issue  department  having  special  func- 
tions and  powers  in  this  matter.  To  go  at  least  as  far  aa 
to  make  the  reserve  inviolable  has  been  repeatedly  pro- 
posed, and  is  contained  in  the  Brosius  bill  still  before  the 
House  of  Representatives.  The  plan  of  Secretary  Gage, 
as  also  that  of  the  Monetary  Commission,  goes  still  further, 
and  formally  provides  for  a  separate  department  to  have 
charge  of  this  matter,  with  authority  to  issue  bonds,  con- 
vert the  note  issue  into  bonds,  and  vice  versa.  Some  step 
toward  organizing  a  separate  department  is  plainly  almost 
indispensable.  The  Treasury  department  is  a  political 
department.  Its  business  is  not  the  best  regulation  of 
commercial  affairs,  but  the  providing  for  the  fiscal  needs 
of  government.  The  regulation  of  the  circulating  medium 
should  be  entirely  unhampered  by  the  needs  of  the  govern- 
ment for  revenue.  Practically,  the  gold  reserve  has  been 
repeatedly  spent  to  pay  the  every-day  bills  of  the  country, 
instead  of  being  devoted  to  its  proper  function  of  the 
maintenance  of  the  standard.  Probably  the  administra- 
tion had  no  option  in  the  matter.  But  the  law  surely 
should  be  so  changed  that  such  a  thing  may  not  occur 
again. 

But,  supposing  a  separate  issue  department  established, 
provision  should  be  made  for  enabling  it  to  discourage 
the  outflow  and  to  encourage  the  inflow  of  gold.  It 
would  probably  have  the  power  to  use  the  so-called  pre- 
mium policy,  making  some  special  charge  for  gold  bars 
higher  than  for  coin.  The  Treasury  at  present  —  as  I  un- 
derstand it —  refuses  to  give  bullion.  A  much  more  im- 
portant provision  was  proposed  by  Mr.  Jordan  in  his 
hearing  before  the  Committee  on  Currency  and  Banking,. 
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that  the  Secretary  should  have  power  to  issue  bonds  to 
draw  off  and  hoard  the  surplus  supplies  of  money  on  the 
New  York  market,  and  so  raise  the  rate  of  discount  and 
check  a  gold  drain.*  This  is  substantially  the  policy 
used  by  the  Bank  of  England  in  recent  years,  whereby 
she  borrows  upon  consols  the  free  money  in  the  City,  and 
so  compels  other  banks  to  raise  their  rate  of  discount  to 
correspond  with  her  own  official  minimum. 

This  hoarding  of  greenbacks,  as  provided  for  above, 
would  also  act  to  hinder  the  outflow  of  gold  by  making  it 
difficult  for  the  banks  to  get  hold  of  the  greenbacks  with 
which  to  draw  out  the  gold,  and  so  putting  some  press- 
ure on  them  to  furnish  the  supplies  themselves. 

Most  plans  of  reform,  which  anticipate  even  the  tem- 
porary continuance  of  the  Treasury  in  the  business  of 
keeping  the  reserve,  further  provide  for  the  building  up 
of  the  reserve,  when  necessary,  by  borrowing.  This 
seems  highly  desirable,  since  the  laws  under  which  loans 
are  now  made  provide  for  too  high  rates  of  interest. 

Thus  far  it  has  been  assumed  that  the  protection  of  the 
ultimate  reserve  is  to  rest  upon  the  Treasury,  and  we 
have  passed  in  review  the  schemes  which  try  to  improve 
matters  with  this  condition  present.  But,  of  course,  a 
large  number  of  persons  look  on  this  method  of  operation 
as  highly  inexpedient,  and  many  reform  projects  propose 
the  other  alternative ;  that  is,  the  transference  of  the  task 
to  some  banking  institution  or  institutions.  We  must, 
therefore,  go  on  to  consider  plans  of  this  general  char- 
acter. Here  several  distinct  questions  arise.  First,  is 
the  plan  of  putting  the  burden  on  the  banks  better? 
Secondly,  if  so,  under  what  general  conditions,  especially 
as  respects  other  legal  tenders,  shall  the  banks  be  required 
to  do  the  work?  Thirdly,  by  what  processes  shall  the 
transfer  of  the  burden  to  the  banks  be  made  ?  Finally, 
how  shall  the  banks  be  organized  for  this  purpose  ? 

«  Hearings  <^  1894,  pp.  471,  474. 
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Taking  np,  now,  the  first  question  as  to  whether  the 
task  should  be  thrown  on  some  banking  institution  or 
institutions,  it  is  hardly  necessary  to  remark  that  the 
great  majority  of  the  projects  of  reform  answer  this  ques- 
tion in  the  affirmative.  Sooner  or  later,  covertly  or 
openly,  the  Treasury  is  to  go  out  of  the  business  of  main- 
taining the  gold  standard. 

The  arguments  for  and  against  this  course  are  so 
familiar  that  it  is  hardly  necessary  to  repeat  them  here. 
It  can  scarcely  be  doubted  that,  other  things  being  equal, 
a  good  system  of  bank  maintenance  of  specie  payments 
would  be  better  than  a  good  system  of  Treasury  specie 
payments.  The  only  question  is  as  to  whether  any  sys- 
tem for  bank  maintenance  which  it  would  be  possible  for 
us  at  the  present  time  to  adopt  would  be  as  good  as  even 
the  present  Treasury  system.  I  confess  myself  inclined 
to  resolve  the  doubt  in  a  negative.  I  fear  the  conditions 
will  fail  in  three  particulars.  First,  we  shall  not  be  able 
to  provide  a  single  bank  or  confederation  of  banks  to 
which  the  task  can  be  assigned,  and  I  doubt  if  anything 
less  would  be  satisfactory.  Secondly,  it  is  certain  we 
could  not  retire  silver;  hence  the  banks  would  have  to 
maintain  the  parity,  not  only  of  their  own  notes,  but  also 
of  four  hundred  millions  of  silver.  Thirdly,  I  doubt  if  we 
can  retire  any  large  portion  of  the  legal  tender  notes,  so 
that  the  banks  would  have  to  maintain  the  parity  of  these 
also.  They  might  be  able  to  do  both  of  these  things. 
But  I  doubt  whether,  in  any  case,  they  would  be  willing 
to  try. 

But  let  us  suppose  that  the  decision  is  reached  to  retire 
the  legal  tender  notes,  and,  the  government  being  out  of 
the  business  of  maintaining  the  reserve,  to  transfer  that 
task  to  the  banks.  The  second  question  then  comes  to 
the  front,  under  what  conditions  as  to  the  currency  in 
general  the  banks  shall  be  required  to  do  the  work.  It  is 
frequently  implied  in  current  discussions  of  the  matter 
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that  the  banks  will  be  obliged  to  maintain  the  parity  only 
of  their  own  notes, —  that,  besides  the  gold,  only  these  notes 
will  be  in  circulation.  As  a  matter  of  fact,  however,  such 
simplifying  of  the  conditions  is  wholly  impracticable. 
At  least,  a  large  amount  of  overrated  silver  will  have  to 
be  left  in  circulation,  and  will  have  to  be  kept  at  a  parity 
by  some  one.  Indeed,  it  is  possible,  from  the  theoretical 
standpoint,  to  impose  the  task  on  the  banks  under  any 
one  of  several  conditions,  (a)  We  might  oblige  the 
banks  to  maintain  the  standard  of  value  under  substan- 
tially the  conditions  existing  at  present ;  i.e.^  with  a  large 
volume  of  Treasury  notes  out,  in  addition  to  four  or  five 
hundred  millions  of  silver.  That  is,  we  might  oblige  the 
banks  to  carry  not  only  their  own  credit  paper,  but  also 
that  of  the  government  as  well  as  the  silver,  (b)  We 
might  go  to  the  opposite  extreme,  and  retire  all  credit 
money  except  bank-notes,  so  making  the  job  compara- 
tively easy.  Again,  among  the  various  possible  middle 
courses,  {c)  we  might  adopt  the  one  of  retiring  the  Treas- 
ury notes  wholly,  leaving  only  the  silver  to  be  carried  in 
addition  to  their  own  notes ;  or  (d)  we  might  retire  the 
silver,  and  leave  the  Treasury  notes  to  be  carried  by  the 
banks ;  or  {e)  we  might  reduce  in  amount  the  silver  and 
notes,  leaving  the  rest  to  be  carried.  Of  these  five 
courses,  neither  the  first,  second,  nor  fourth  has  been 
seriously  proposed,  so  far  as  I  remember.  The  third  is 
the  one  most  commonly  favored, —  retire  the  notes,  but 
leave  the  silver,  though  perhaps  with  some  provision  to 
render  it  as  harmless  as  possible.*  This  is  the  condition 
of  things  in  both  France  and  Germany.  In  each  of  those 
countries  the  central  bank  must  sustain  not  only  its  own 
notes,  but  also  a  large  volume  of  overrated,  full  legal 
tender  silver.  Experience  is,  then,  on  the  side  of  this 
plan.  Nevertheless,  I  am  inclined  to  the  fifth  course 
indicated  above,  on  the  grounds  that  it  alone  has  any 

*  Make  room  for  the  Bilyer  by  the  retirement  of  bank-notes  under  $10. 
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chance  of  adoption,  and  that  it  will  work  probably  as 
well  as  the  last  one  considered.  Reduce  the  government 
paper  or  the  silver  or  both  to  such  volume  that  the  two 
together  will  less  than  satisfy  the  minimum  needs  of  com- 
merce,*— 1.«.,  so  that  there  would  never  be  a  plethora 
which  coidd  not  be  relieved  by  the  natural  contraction  of 
an  elastic  bank  circulation, —  then  require  the  banks  to 
provide  the  gold  necessary  to  maintain  the  parity  of  all 
forms  of  currency. 

So  much  for  the  general  conditions  under  which  the 
burden  of  maintaining  the  standard  may  be  thrown  on 
the  banks.  The  next  problem  for  the  legislator  is  to 
settle  the  process  of  making  the  shift.  On  the  surface, 
two  general  solutions  present  themselves:  first,  the 
simple  decree  of  the  law;  and,  secondly,  the  establish- 
ment of  conditions  which  will  automatically  bring  about 
the  result.  ^  The  former  method  would  plainly  have  to  be 
adopted  if  the  Treasury  notes  are  kept  out,  since,  un- 
less required  to  do  it  themselves,  the  banks  coidd  more  or 
less  throw  the  burden  on  the  Treasury.  So  far  as  I  re- 
member, this  method  is  not  favored  in  any  bill  except 
that  of  Congressman  Walker,  which  seems  in  section  50 
to  require  the  banks  to  maintain  the  parity  of  gold,  silver, 
and  notes  even  before  the  complete  retirement  of  the 
greenbacks. 

If  it  be  decided  that  the  Treasury  notes  shall  be  retired,! 
this  would  plainly  put  the  task  of  maintaining  the  reserve 
on  the  banks  without  need  of  formal  decree.  This  is  the 
method  used  in  most  of  the  bills  before  Congress. 

If  this  general  plan  of  making  the  shift  be  adopted, 

*  The  total  yolume  of  inelastic  money  should  be  considerably  less  than  the 
minimnni  needs  of  the  country,  since  there  should  be  a  considerable  quantity 
of  bank-notes  out  even  after  the  needed  contraction  has  taken  j>laoe.  Other- 
-wisCf  banks  scarcely  could  afford  to  take  out  circulation. 

t  This  is  done  in  substance  by  the  Walker  biU,  since  it  substitutes  for 
Treasury  notes  a  joint  bank  and  Treasury  note  which  the  issuing  bank  must 
redeem  in  g-old. 
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some  further  definition  of  the  process  will  be  necessary. 
Two  or  three  questions  will  require  settlement.  Shall 
the  retirement  of  government  notes  be  gradual  or  imme- 
diate? Shall  bonds  be  employed,  or  surplus  revenues 
depended  upon,  or  both?  Shall  the  retirement  be  open 
or  covert?  Most  reformers  promptly  decide  for  gradual 
retirement.  This  is  probably  to  be  commended  as  being 
the  safest  course,  as  also  the  one  least  likely  to  arouse 
an  adverse  public  sentiment.  The  second  question,  as  to 
whether  bonds  or  surplus  revenues  shall  be  used  for  the 
retirement  of  the  greenbacks,  is  usually  decided  in  favor 
of  bonds.  In  support  of  the  opposite  decision  (the  use  of 
surplus  revenues)  it  is  to  be  said  that  this,  like  gradual 
retirement,  has  the  best  chance  of  success,  since  it  cannot 
be  doabted  that  a  large  number  of  voters  are  unalterably 
opposed  to  any  further  increase  in  the  bonded  indebted- 
ness of  the  country.  However  foolish  their  feelings  may 
seem  to  men  of  larger  views  who  appreciate  the  great  re- 
sources of  the  land  and  the  importance  of  a  stable  mone- 
tary system,  the  fact  still  remains  that  these  feelings 
exist,  and  must  be  reckoned  with. 

The  question,  Shall  retirement  be  open  or  covert?  is 
again  differently  answered.  Probably  a  majority  of  the 
bills  which  retire  government  notes  at  all  do  so  openly. 
A  few,  however,  choose  the  other  alternative.  The  Car- 
lisle-Cox bill  is,  naturally,  to  be  interpreted  in  this  way. 
On  this  plan  an  amount  of  greenbacks  equal  to  SO  per 
cent,  of  the  bank  circulation  must  be  deposited  in  the 
Treasury  as  a  guarantee  fund.  This  is  equivalent  to 
practical  retirement  for  so  much  of  the  Treasury  issue  as 
is  thus  employed.  The  plan  of  Congressman  Walker 
goes  further.  It  substitutes  for  the  present  governmcDt 
note  a  joint  Treasury  and  bank  note.  The  Treasury  is 
thus  apparently  obligated  as  much  as  now.  Further,  the 
name  ^^ greenback"  is  retained,  and  the  legal  tender 
quality  also.    Still,  the  Treasury  note  has  disappeared; 


Digitized  by 


Googk 


CUBRENCT  REFORM  IN  UNITED  STATES         329 

for  the  joint  obligation  of  the  Treasury  on  this  note  is 
purely  formal.  The  banks  are  required,  under  heavy 
penalties,  to  redeem  these  notes  on  demand,  and  are  ex- 
pressly estopped  from  pleading  in  bar  of  legal  proceedings 
against  them  in  case  of  failure  to  do  so  that  the  note 
is  a  United  States  note.  Considered  as  a  burden,  then, 
the  notes,  as  government  notes,  have  been  retired,  in  so 
far  as  they  are  exchanged  for  these  joint  bank  and  Treas- 
ury notes. 

The  fourth  problem  suggested  by  the  proposition  to 
transfer  the  maintenance  of  the  ultimate  gold  reserve  to 
the  banks — how  the  b^nks  shall  be  organized  and 
equipped  for  this  work  —  is  not  very  well  answered  in 
any  of  the  plans  of  reform.  In  fact,  reformers  do  not 
seem  to  realize  the  serious  nature  of  this  problem.  Get 
the  Treasury  out  of  the  business,  and  all  will  be  well,  is, 
apparently,  the  thought.  Consequently,  very  little  pro- 
vision is  made  to  insure  that  the  banks  shall  do  a  good 
job.  Two  or  three  bills  require  the  keeping  of  more  or 
less  gold  in  the  reserves.  But,  so  far  as  I  remember,  only 
the  Walker  bill  provides  for  getting  the  gold  where  it 
will  be  needed,  by  allowing  the  keeping  of  coin  reserves 
in  such  places  as  are  approved  by  the  Comptroller  of  the 
Currency.  No  bill  provides  for  the  organization  of  the 
banks  for  the  object  of  protecting  the  reserve. 

We  have  now  passed  in  review  the  various  devices 
which  have  been  proposed  for  securing  the  greater  stabil- 
ity of  the  standard  of  value.  Our  next  task  is  to  con- 
sider the  expedients  offered  for  insuring  the  security  of 
the  bank-note  circulation.  As  remarked  earlier,  the 
thorough  security  of  the  bank  circulation  requires  that 
any  holder  of  any  bank-note  shall  be  certain  of  being 
able  to  exchange  it  at  all  times  for  some  legal  money, 
without  reference  to  the  status  of  the  issuing  bank.  This 
degree  of  security  we  possess  at  the  present  time,  and  we 
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can  scarcely  be  content  with  any  less.  What,  now,  are 
the  various  methods,  in  the  several  projects,  for  attaining 
this  degree  of  security,  or,  at  least,  a  sufficient  degree  of 
security?  These  methods  are  chiefly  of  four  sorts, 
namely :  (1)  guarantee  by  some  responsible  third  institu- 
tion ;  (2)  collateral  security  at  least  equal  to  the  value 
of  the  notes  issued;  (8)  insurance  funds;  (4)  adequate 
redemption  facilities.  A  few  minor  devices  scarcely 
admit  classification. 

Among  the  expedients  of  the  first  class  the  most  im- 
portant is  that  now  in  vogue, —  government  guarantee. 
This  is,  doubtless,  the  most  satisfactory  of  all  devices  to 
give  security;  and,  with  adequate  provisions  to  insure 
the  government  against  loss,  there  seems  to  be  no  good 
reason  against  its  continuance.  Besides  government  guar- 
antee, there  have  been  proposed  guarantee  by  Clearing 
House  Associations  specially  authorized*  and  guarantee 
by  the  whole  system  of  banks.  These  guarantees,  though 
better  than  nothing,  would  plainly  be  far  inferior  to  that 
of  the  United  States  Treasury.  If  a  guarantee  plan  of 
some  sort  is  provided,  several  of  the  other  methods  of 
furnishing  security  naturally  cease  to  be  devices  for  se- 
curing the  note-holder,  and  become  methods  of  insuring 
the  guarantor  against  loss.  This  is,  plainly,  the  case  with 
bond  security  to-day,  as  also  with  first  liens.  The  same 
would  be  true  of  the  safety  fund  in  the  Baltimore  Plan. 

The  second  class  of  expedients  for  furnishing  collateral 
security  differ  both  as  to  the  sort  of  securities  chosen  and 
as  to  the  institution  appointed  to  keep  the  securities. 
On  the  first  basis,  two  chief  classes  appear, —  bond  secur- 
ities and  ordinary  assets  in  the  form  of  commercial  paper. 
The  bond  securities,  again,  may  be  either  national  bonds, 
as  at  present,  or  the  bonds  of  any  public  corporation,  or 
the  bonds  of  private  corporations.     Of  the  projects  now 

«Gilniaii  BiU,  H.  R.  No.  3338.     Jordan's  plan.  Bankers'  Magazine,  De- 
cember, 1894. 
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before  the  country,  none  depend  chiefly  on  bonds  other 
than  national;  but  the  bill  of  Mr.  Walker  provides  for 
an  issue  of  this  sort  for  emergency  purposes,  no  specifi- 
cations being  made  as  to  the  bonds  except  that  they 
must  be  approved  by  the  Secretary  of  the  Treasury. 
The  Indianapolis  Commission  bill  involves  the  employ- 
ment of  ordinary  assets  for  all  issues  above  26  per  cent, 
of  capital.  Some  others  use  these  only  for  the  emergency 
part  of  the  circulation.  As  respects  the  keeper  of  the 
securities,  some  plans  designate  the  national  Treasury; 
others,  some  Clearing  House  Association;  and  others, 
still,  the  issuing  bank  itself,  the  securities  to  be  treated 
as  a  special  asset.  It  will  probably  be  a  long  time 
before  the  American  mind  will  be  satisfied  with  the  last 
plan,  which  may  do  well  enough  in  dealing  with  a  single 
great  bank  of  well-established  traditions,  like  the  Euro- 
pean banks,  but  would  seem  an  ineffective  method  of 
dealing  with  several  thousand  isolated  banks.  As  be- 
tween the  Treasury  and  Clearing  House  Associations,  the 
former  is  most  often  preferred,  though  some  plans  of  re- 
form combine  the  two  methods,  using  the  Treasury  for 
one  kind  of  notes,  the  clearing-house  for  another. 

The  third  method  of  insuring  a  secure  note  circulation 
is  the  maintenance  of  an  insurance  or  safety  find.  This 
is  the  well-known  expedient  embodied  in  the  New  York 
law  of  1829,  and  at  present  in  vogue  in  Canada.  It  is 
used  in  the  Baltimore  Plan,  the  Cox  bill,  and  others.  It 
is  naturally  associated  with  the  general  plan  of  permit- 
ting issues  upon  credit.  It  is  believed  to  be  able  to  fur- 
nish adequate  security ;  and,  of  course,  it  permits  greater 
elasticity. 

The  fourth  general  method  of  providing  adequate  se- 
curity, the  furnishing  of  satisfactory  redemption  facilities, 
is  not  offered  by  any  one  as  an  expedient  to  be  used  alone, 
but  rather  as  auxiliary  to  other  expedients.  Its  value  con- 
sists in  the  fact  that  a  circulation  which  is  being  con- 
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stantly  redeemed,  bo  that  each  note  has  a  life  only  a  few 
days,  can  scarcely  become  very  insecure.  The  risk  of  be- 
ing left  with  a  note  of  a  failed  bank  in  one's  hands  is  rel- 
atively small.  Generally,  the  weakness  of  a  bank  is  more 
or  less  known  for  some  time  before  its  doors  are  closed ; 
and,  with  clearings  of  its  notes  three  or  foar  times  each 
week,  as  in  Scotland,  the  note  issue  might  easily  be  re- 
duced to  a  very  small  amount  before  the  crash  came. 

In  order  to  secure  this  condition  of  frequent  redemp- 
tion, two  things  need  to  be  done.  Adequate  machinery  of 
redemption  must  be  had,  so  that  there  will  be  no  obstacles 
of  a  mechanical  sort.  Secondly,  there  are  needed  some  pro- 
visions to  secure  the  use  of  the  redemption  machinery.  As 
regards  the  machinery  of  redemption,  at  least  four  expe- 
dients are  proposed  by  different  advocates  of  reform :  (a)  re- 
demption at  the  Treasury,  as  at  present ;  (b)  redemption 
at  the  sub-treasuries ;  *  (c)  removing  Comptroller  s  office 
to  New  York  City;  (d)  redemption  at  special  agencies 
in  the  reserve  cities.  The  inadequacy  of  the  first  is  suf- 
ficiently demonstrated  by  the  failure  of  our  present  sys- 
tem. The  second  is  recdly  in  vogue  to-day,  and  is  not 
doing  very  well ;  though  this  may  be  due  to  the  lack  of 
a  general  understanding  on  the  point.  The  third,  when 
combined  with  the  second,  is  decidedly  promising,  but  is 
favored  by  only  one  or  two  bills.  The  fourth  is  probably 
most  hopeful  of  all,  in  spite  of  the  fact  that  it  did  not 
seem  to  work  very  well  during  the  first  period  of  the  na- 
tional bank  system. 

When  it  comes  to  making  motives  for  the  effective  em- 
ployment of  the  redemption  machinery,  the  different  proj- 
ects are  somewhat  lacking.  It  is  frequently  argued  that 
there  is  sufficient  motive  in  the  self-interest  of  each  banker, 
which  leads  him  to  send  home  the  notes  of  other  bankers 
that  he  may  make  room  for  his  own.    It  seems  to  me  that 

*  This  is  already  carried  on,  acoording  to  Carliale,  Hearings  qf  Home  Com' 
mittee,  1894,  p.  20. 
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this  notion  is  not  confirmed  by  experience.  The  present 
machinery!  is,  indeed,  somewhat  cumbrous.  Still,  it  is  not 
so  bad  but  that,  if  the  banks  felt  any  earnest  desire  to 
send  home  the  notes  of  other  banks,  they  could  do  so 
now.*  Something  more,  then,  seems  to  be  needed.  The 
plan  of  Mr.  Foster  is  the  most  promising.  It  is  to  require 
any  bank  which  comes  into  possession  of  the  notes  of 
another  bank  outside  the  district  where  the  first  bank  is 
situated  to  return  said  notes  to  the  clearing  agency  of  the 
issuing  bank.  The  scheme  of  Professor  Dunbar  in  the 
Quarterly  Journal  of  JEconomics  for  October,  1897,  con- 
tains substantially  the  same  proyision. 

A  number  of  lesser  devices  for  insuring  the  security  of 
the  bank  circulation  can  only  be  mentioned.  They  in- 
clude the  limiting  of  the  amount  of  notes  issued,  the 
giving  to  note-holders  a  first  lien  on  assets,  also  frequently 
a  first  lien  on  stockholder's  liability,  limiting  the  right  of 
issue  to  banks  having  considerable  capital  (at  least  $200,- 
000),  limiting  the  issue  of  notes  to  higher  denominations, 
as  being  easier  to  watch,!  and  the  like. 

We  have  now  to  consider  the  various  methods  of  ac- 
complishing the  third  object  of  currency  reform ;  namely, 
the  securing  of  elasticity.  In  setting  forth  these  expedi- 
ents, it  is  convenient  to  distinguish,  as  earlier  indicated, 
ordinary  and  emergency  elasticity,  and  again,  under  each 
head,  expansibility,  on  the  one  hand,  and  contractility,  on 
the  other. 

For  securing  ordinary  expansibility  the  devices  are  fairly 
numerous,  and  divide  into  palliatives  and  radical  cures. 
The  palliatives  are  chiefly  these :  (a)  Increase  the  ratio 
of  circulation  to  deposited  bonds, —  make  it,  say,  100  in- 
stead of  90  per  cent,  of  par  value,     (b)  Reduce  tax  on 

*  I  giye  perhaps  too  little  weight  to  the  conndeiatioii  that,  if  the  laeae  of 
notes  were  made  more  profitable,  the  motive  of  each  bank  to  return  promptly 
the  notes  of  other  banks  would  be  much  strengthened. 

tLeland,  in  Popular  Science  Monthly,  1887. 
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circulation  to  it  or  ^  of  1  per  cent,  (c)  Require  the  Comp- 
troller to  keep  on  hand  blank  notes  for  each  bank,  so  as  to 
expedite  the  process  by  which  the  notes  may  get  into  cir- 
culation, (d)  Repeal  section  9  of  the  act  of  1882,  which 
prohibits  the  expansion  of  note  issues  for  a  period  of  six 
months  after  any  have  been  retired,  and  limits  the  amount 
which  can  be  retired  during  any  one  month  to  three  mill- 
ions. 

Of  more  radical  measures,  four  have  been  most  favored, 
(a)  Increase  the  supply  of  national  bonds  by  funding  de- 
mand notes,  (b)  Accept  from  the  national  banks,  in  lieu 
of  national  bonds,  other  securities.  State,  municipal,  or  cor- 
poration. ,(<?)  Repeal  the  tax  on  State  bank  circulation, 
thus  permitting  an  issue  governed  by  far  more  liberal  pro- 
visions than  those  under  which  the  national  banks  operate. 
((f)  Grant  to  the  banks  the  power  of  making  an  issue 
more  largely  of  a  credit  character,  not  covered  by  collat- 
eral security,  but  only  backed  by  an  insurance  fund. 

The  first  method  of  operation  plainly  stands  or  falls 
with  the  decision  as  to  whether  demand  notes  shall  be  re- 
tired. Plans  of  the  second  sort,  permitting  the  substitu- 
tion of  other  collateral  for  the  national  bonds,  are  not  in 
favor,  since  they  do  not  go  far  enough  to  satisfy  the  bankers, 
and  yet  go  too  far  to  be  acceptable  to  a  conservative 
public.  As  already  remarked,  the  Walker  bill  follows 
this  general  plan  as  to  a  part  of  the  notes  issued.  So 
also  does  the  Oilman  bill.  The  third  method,  repeal  of  the 
tax  on  State  bank  issues,  seems  to  me  thoroughly  unsafe. 
Doubtless  many  portions  of  the  country  which  once  gave 
us  much  trouble  with  a  wildcat  currency  could  now  be 
trusted.  But  there  are  still  districts  which  oould  not  be, 
which  are  in  much  the  same  stage  of  evolution  indus- 
trially and  politically  as  were  the  offending  States  of  the 
forties  and  fifties.  In  any  case,  even  with  good  banks, 
discounts  upon  notes  were  common  away  from  home. 
We  want  nothing  more  of  this  sort.     From  the  standpoint 
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of  the  banks,  as  well  as  from  that  of  banking  science,  the 
fourth  method  is  the  natural  one.  Provide  for  the  issue 
of  a  real  credit  currency,  one  based  on  the  confidence  of 
the  industrial  world  in  the  good  management  and  general 
solvency  of  the  banks.  This  plainly  permits  an  expan- 
sion which  is  at  once  far  greater  and  far  more  prompt, 
since  it  does  not  involve  an  equal  investment  of  capital 
for  every  dollar  issued,  and  gets  rid  of  a  cumbrous  process 
of  issue.  It  is  the  method  of  the  well-known  Baltimore 
Plan,  of  the  Cox  bill,  of  the  Warner  bill,  and  several 
others. 

When  we  come  to  the  matter  of  contractility,  we  find 
the  various  projects  of  reform  much  less  satisfactory.  A 
few  bills  make  thorough  work  of  it.  But,  in  general,  the 
American  legislator  finds  it  hard  to  realize  that  power  to 
contract  is  quite  as  important  as  power  to  expand.  Our 
discussion  at  this  point  has  really  been  anticipated  in 
the  study  of  redemption  expedients  as  connected  with 
providing  for  the  security  of  the  bank  circulation.  A 
brief  recapitulation  and  the  addition  of  one  or  two  items 
are  all  that  is  necessary. 

To  secure  adequate  contractility,  we  need  two  things, 
—  suitable  machinery  through  which  to  work  the  process 
of  "  homing "  the  notes,  and  adequate  motive  to  induce 
the  use  of  the  machinery.  This  last  would  include  the 
neutralizing  of  motives  which  tend  to  keep  the  notes  out. 
By  way  of  machinery,  as  we  have  seen,  the  most  impor- 
tant thing  is  to  offer  better  and  more  accessible  redemp- 
tion facilities,  as  at  the  reserve  cities,  through  the  ordi- 
nary clearing-houses;  the  plan  of  Mr.  Foster,  as  we 
remember,  being  particularly  effective  in  that  he  divides 
the  country  into  redemption  districts  for  facilitating  the 
redemption  process. 

As  regards  methods  for  insuring  that  the  machinery 
shall  be  used,  and  particularly  by  the  note-holder,  Mr. 
Foster's  scheme  is  again  the  best,  in  that  it  requires  any 
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bank  holding  the  notes  of  a  bank  outside  its  own  district 
to  return  such  notes  to  the  clearing  agency  of  the  issuer's 
district.  Along  this  same  line  would  act  the  provision 
proposed  by  Mr.  Ripley  before  the  House  Committee  in 
1894, —  that  national  bank  notes  should  no  longer  be  legal 
tender  between  banks.* 

To  furnish  motive  to  the  issuer  to  utilize  the  machinery 
of  withdrawal,  the  different  projects  make  more  effort. 
Here  the  devices  are  numerous.  They  naturally  divide 
themselves  into  two  classes,  according  as  they  are  directed 
to  removing  the  inclination  of  the  issuer  to  insist  on  keep- 
ing his  notes  out,  or,  on  the  other  hand,  as  they  seek  to 
create  a  positive  disposition  earnestly  to  seek  their  with- 
drawal. Of  course,  the  very  first  thing  to  be  done  —  and 
most  projects  do  this  —  is  to  repeal  the  provisions  of  the 
present  law  which  discourage  contraction  (section  9  of 
the  act  of  1882,  which  limits  the  retirement  of  notes  to 
three  millions  in  any  one  month,  and  prohibits  reissue 
until  six  months  after  retirement).  Another  method  of 
attaining  the  result  is  to  make  the  expense  of  issue  less 
or  the  profit  of  issue  greater,  so  that  it  will  not  be  neces- 
sary to  keep  the  notes  out  all  the  time,  in  order  to  cover 
the  expense  of  issue.  Any  method  of  making  the  proc- 
ess of  reissue  less  cumbrous  would  have  the  same  ten- 
dency, the  bank  not  being  obliged  to  keep  the  notes  out 
all  the  time  to  save  trouble.  In  this  direction  will  oper- 
ate the  keeping  of  blank  notes  on  hand. 

If  now  we  seek  to  create  a  positive  disposition  on  the 
part  of  the  issuing  bank  to  insist  on  withdrawal,  the 
natural  device  is  a  tax.  This  tax  may  appear  in  the  form 
of  a  simple  levy  or  a  graduated  tax.  In  their  anxiety  to 
make  the  scheme  sufficiently  expansive,  most  of  the  bills 
give  up  the  tax  as  a  means  for  securing  contractility,  at 
least  as  applied  to  the  ordinary  circulation.    Perhaps  this 

•Also  Profeasor  Dunbar,  in  Quarteriy  Journal  qf  Economics^  toI.  zii.  p.  21. 
Kinley'fl  Independent  Treaevary^  p.  263. 
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is  true  of  them  all.  The  bill  of  Mr.  Foster,  however^ 
provides  for  a  graduated  tax  which  really  uses  the  device 
for  ordinary  circulation,  since  it  begins  at  a  point  so  low 
(1  per  cent.)  that  it  would  operate  to  permit,  and 
doubtless  is  intended  to  permit,  the  use  of  the  issues  thus 
taxed  in  ordinary  times.  From  the  purely  theoretical 
standpoint,  this  system  seems  decidedly  the  most  promis- 
ing of  all.  Possibly,  in  practice  some  serious  drawbacks 
might  arise. 

Passing  on  now  to  consider  the  methods  of  securing 
emergency  elasticity,  two  courses  present  themselves  as 
open  to  the  reformer.  He  may  plan  to  give  this  property 
of  elasticity  either  to  the  Treasury  notes  or  to  the  bank- 
notes. Most  schemes  — perhaps  all  now  before  the  coun- 
try—  choose  the  bank-notes  to  work  upon.  It  ought 
not,  however,  to  be  forgotten  that  it  is  perfectly  possible 
to  accomplish  the  desired  result  through  the  Treasury 
notes;  and,  in  earlier  reform  agitations,  this  has  been 
urged.  As  far  back  as  1872  Comptroller  Knox  suggested 
the  issue  of  interconvertible  bonds,  as  they  were  later 
designated  by  Secretary  Windom,  who  made  a  similar 
proposal  in  1890.  By  this  scheme  the  Secretary  was  to 
issue  low-rate  bonds,  which  could  be  converted  into 
Treasury  notes  on  demand,  the  notes,  in  turn,  to  be  con- 
vertible into  bonds  whenever  desired,  and  so  on,  in- 
definitely. This  certainly  promises  to  furnish  a  highly 
efficient  and  entirely  automatic  method  of  securing  elas- 
ticity. The  low  rate  of  interest  would  insure  that  the 
bonds  would  be  brought  in  to  exchange  for  notes,  when- 
ever money  was  scarce  and  discount  rates  high.  On  the 
other  hand,  a  plethoric  state  of  the  currency,  leading  Uy 
an  excessively  low  rate  of  discount,  would  at  once  be  re- 
lieved by  the  turning  in  of  the  surplus  notes  into  the 
Treasury  in  exchange  for  bonds,  since  at  such  a  time,^ 
plainly,  even  low-rate  bonds  would  be  worth  more  than 
money.     There  seems  no  reason  to  doubt  that  the  exist- 


Digitized  by 


Googk 


888  QUARTERLY  JOURNAL  OF  ECONOMICS 

ence  of  such  a  provision  during  the  months  following  the 
panic  of  1893  would  have  greatly  relieyed  the  situation. 
However,  of  the  many  plans  for  reform  now  before  the 
country,  no  important  one,  certainly,  proposes  the  use  of 
this  device.*  Almost  every  reformer,  in  trying  to  secure 
emergency,  as  also  ordinary  elasticity,  sets  to  work 
through  the  bank  circulation. 

In  considering  the  different  plans  for  securing  emer- 
gency elasticity  through  the  bank  circulation,  we  again 
distinguish  expansibility  and  contractility.  The  various 
methods  of  attaining  expansibility  involve  several  particu- 
lars,— the  status  of  the  note,  the  basis  of  issue,  the  limit  of 
issue,  and  the  machinery  of  issue.  As  to  the  status  of  the 
note,  most  plans  deny  to  it  any  special  legal  tender  char- 
acter :  thus  the  Baltimore  Plan  and  the  Foster  bill.  The 
Walker  bill,  however,  provides  in  section  17  for  the  issue 
to  banks  and  the  National  Clearing  House  Association  of 
a  legal  tender  circulation,  which  is  plainly  intended  as  an 
emergency  circulation,  since  it  is  subject  to  a  higher  tax. 
On  the  surface  this  provision  seems  best  calculated  to 
furnish  what  is  wanted  to  allay  the  panic.  The  presence 
of  a  legal  tender  provision  insures  that  the  note  will  do 
the  work,  and  hence  it  must  operate  in  the  strongest  way 
to  pacify  the  public  mind. 

As  to  the  basis  of  issue.  The  Walker  bill  uses  for  the 
emergency  circulation  securities  approved  by  the  Secre- 
tary of  the  Treasury.  The  Oilman  bill  depends  on  secu- 
rities deposited  with  and  approved  by  the  Clearing 
House  Association.  More  liberal  schemes  rely  only  on 
the  credit  of  the  bank ;  as  the  Fowler  bill,  which  permits 
credit  issues  up  to  the  par  value  of  the  stock,  but  subject 
to  a  graduated  tax. 

The  limit  of  issue  ranges  from  25  per  cent,  of  capital  in 
the  Baltimore  Plan  to  such  amount  as  the  Secretary  of 
the  Treasury  may  decide  upon  in  Walker's  bill.     As  to 

*  Section  11  of  the  GommuBion  biU  makes  possible  the  use  of  this  power. 
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machinery,  some  depend  on  the  Comptroller  of  the  Cur- 
rency, some  on  the  clearing-houses.  The  latter  plan 
seems  to  offer  the  greatest  probability  of  prompt  and 
effective  action,  since  the  clearing-house  is  in  constant 
and  close  touch  with  the  banking  world. 

To  secure  emergency  contractility,  the  methods  already 
considered  under  ordinary  elasticity  would  of  course  be 
employed.  To  increase  the  inclination  of  note-holders  to 
hurry  the  note  in,  Jordan  proposes  a  premium  for  their 
return.  This  is  to  be  made  progressive,  to  insure  prompt- 
ness. It  seems  to  me  that  to  make  it  regressive  would  be 
better.  Lower  the  premium  each  month,  and  let  it  dis- 
appear altogether  in,  say,  six  months. 

To  increase  the  inclination  of  note-issuers  to  withdraw 
them,  the  tax  as  before  is  employed;  but  it  is  pushed 
much  further.  Mr.  Ripley  proposes  a  tax  increasing  with 
the  lapse  of  time.*  The  Foster  bill  divides  the  notes 
issued  on  credit  into  five  equal  portions,  and,  beginning 
with  1  per  cent.,  doubles  the  tax  on  each  successive  por- 
tion issued,  making  the  final  tax  8  per  cent. 

The  fourth  object  which  every  currency  reformer  must 
set  before  himself  is  the  furnishing  of  better  facilities  for 
the  country  districts.  For  this  object  three  chief  expe- 
dients have  been  proposed.  Fii*st,  it  is  still  urged,  par- 
ticularly by  the  representatives  of  the  South,  that  the  10 
per  cent,  tax  on  State  bank  circulation  should  be  repealed, 
and  thus  the  petty  little  banks  all  over  the  land  be  al- 
lowed to  issue  a  local  circulating  note.  In  favor  of  this 
scheme  it  is  said  that  these  are  the  only  banks  that  can 
flourish  in  remote  country  districts,  and  hence  the  only 
banks  that  can  furnish  a  circulation,  if  these  districts  are 
to  have  one;  that,  further,  the  very  badness  of  these 
notes,  their  lack  of  universal  acceptability,  makes  them 
more  desirable  for  the  districts  in  question,  since  there  is 

♦  TaU  Beviewt  November,  1892. 
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no  danger  of  their  going  very  far  away  from  home  or  of 
their  being  sent  to  the  great  reserve  centres.  They  are 
thus  much  more  useful  to  the  localities  which  issue  them. 
On  the  other  hand,  it  is  probably  to  most  minds  an  in- 
superable objection  to  this  plan  that  it  tends  to  restore 
the  old  complexity  and  uncertainty  in  the  bank-note 
circulation,  when  every  man  doing  business  had  to  con- 
sult the  bank-note  detector  for  every  transaction.  It 
does  not  seem  probable  that  this  expedient  has  any 
chance  for  adoption. 

(2)  The  second  method  for  accomplishing  this  object  is  to 
lower  the  minimum  of  national  bank  capital.  At  present 
this  minimum  is  $50,000.  Various  bills  before  Congress 
in  recent  years  have  proposed  to  lower  it  to  either 
$25,000  or  $20,000.  As  has  recently  been  shown  in  the 
Quarterly  Journal  of  JEconomics^*  this  change  would  not 
materially  help  the  matter, —  at  least,  would  not  anything 
like  completely  accomplish  the  desii^ed  result,  since,  in 
those  States  which  most  need  an  increased  country  circu- 
lation, most  banks  have  a  capital  considerably  under 
$20,000,  so  that  the  minimum  would  have  to  be  much 
lower  in  order  to  meet  their  needs.  It  is,  further,  to  be 
said  against  this  expedient  that  the  issue  of  notes  is  too 
delicate  a  function  for  the  small  bank,  which  is  almost 
inevitably  manned  by  relatively  inexperienced  persons, 
and  which,  on  account  of  the  smallness  of  its  capital,  can- 
not give  an  adequate  guarantee. 

(3)  The  third  expedient,  which  has  been  much  urged  of 
late  years,  is  the  branch  bank  system.  By  this  method, 
already  existing  banks  would  be  authorized  to  establish 
branches  with  very  small  capitals  wherever  they  choose, 
or,  at  least,  within  certain  specified  districts.  This 
scheme  would  have  several  marked  advantages.  The 
system  of  parent  and  branches  would  furnish  a  natural 
circulatory  system  through  which  the  capital  of  the  great 

♦October,  1897. 
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centres  could  be  conveyed  to  the  remotest  districts ;  the 
managers  of  the  village  bank  could  easily  be  persons  hav- 
ing experience,  training,  and  knowledge  of  the  banking 
business;  the  notes  would  be  backed  by  large  resources 
in  capital,  and  hence  far  better  secured  than  if  issued  by 
small,  independent  village  banks.  Probably,  this  third 
expedient  would  be  most  generally  approved  by  special- 
ists. As  a  matter  of  politics,  however,  it  is  more  likely 
that  the  second  will  be  adopted. 

We  have  now  traversed  in  some  fashion  the  ground  laid 
out  at  the  beginning  of  this  study.  We  have  briefly  con- 
sidered the  most  important  objects  of  currency  reform, 
and  have  set  forth  somewhat  more  fully  the  particular 
expedients  which  have  been  proposed  for  accomplishing 
these  several  objects.  For  the  sake  of  greater  complete- 
ness, I  had  at  first  hoped  to  devote  a  few  pages  to  the 
consideration  of  projects  of  reform  as  organic  wholes,  and, 
in  particular,  to  summarize  and  comment  upon  the  most 
conspicuous  bills  now  before  Congress;  but  space  limits 
forbid  any  attempt  to  carry  out  this  plan.  I  must  con- 
tent myself  with  the  hope  that  this  study  of  objects  and 
methods  will  prove  of  some  value  in  that  preparatory 
training  which  will  enable  the  student  easily  to  compre- 
hend particular  plans  of  reform,  and  so  will  tend  to  render 
a  special  treatment  of  such  plans  comparatively  needless. 

F.  M.  Taylor. 
UwivEKfliTY  OF  Michigan. 


BIBLIOGRAPHICAL  NOTE. 

The  matter  published  upon  the  general  subject  of  Currency  Re- 
form IB,  of  course,  too  abundant  to  justify  any  attempt  to  present  an 
exhaustive  bibliography.  This  note  merely  furnishes  the  student  with 
references  which  give  in  full  different  projects  of  reform.  Most  of 
the  bills  which  have  been  introduced  in  Congress  can  be  found  in  the 
Reports  of  Hearings  be/ore  the  House  Committees  on  Banking  and 
Currency  of  the  5dd  and  54th  Congresses.     A  number  have  been 
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56th  Congress. 

Cox  Bill.  Report  of  House  Committee,  5Sd  Congress,  Sd  Session^ 
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SAMUEL  BAILEY  ON  APPRECIATION. 

It  may  be  of  interest  to  economists,  and  perhaps  also  of 
some  profit,  to  become  acquainted  with  the  remarkably  clear 
and  logical  analysis  of  the  causes  and  effects  of  appreciation, 
published  early  in  the  century  by  the  English  philosopher  and 
economist,  Samuel  Bailey.*  As  Bailey's  work  is  probably  not 
only  little  known,  but  also  in  general  difficult  of  access,  I  need 
make  no  apology  for  quoting  from  it  somewhat  at  length. 

In  the  course  of  his  discussion  on  ^^  The  Effects  of  Variations 
in  the  Value  of  Metallic  Money  on  Pecuniary  Contracts," 
Bailey  says :  — 

In  the  case  of  a  pecuniary  loan,  four  changes  may  take  place  affecting 
the  contracting  parties :  — 

1.  Money  may  rise  in  valne,  in  relation  to  other  commodities,  from 
an  alteration  in  the  market,  originating  on  its  own  side. 

2.  It  may  fall  in  value  from  a  similar  cause. 

3.  It  may  rise  in  value  from  an  alteration  on  the  side  of  other  com- 
modities. 

4.  It  may  fall  in  value  from  such  an  alteration. 

Of  these  cases  the  first  and  second  have  had  abundant  dis- 
cussion from  economists,  nor  does  Bailey  offer  anything  new 
or  peculiar.  The  third  and  fourth  cases  have  been  less  fully 
discussed,  and  what  Bailey  says  of  them  is  especially  deserv- 
ing of  attention.  To  make  clear  the  course  of  his  reasoning, 
it  will  suffice  to  state  very  briefly  his  treatment  of  the  first 
case,  and  then  to  consider  more  fully  that  of  the  third  case,  as 
typical  of  the  second  pair.  I  will  use  Bailey's  own  language 
freely :  — 

1.  To  ascertain  the  effects  of  the  first  occurrence,  suppose  that  A. 
lends  B.  one  hundred  pounds  in  the  year  1830,  and  B.  repays  the  same  in 

*  Money  and  its  VioissUudsa  in  Vaiue,-  <u  they  affect  National  InduBtry  and 
Pecuniary  Contra^ete :  teith  a  Posteeript  on  Jalnt-etock  Banks.  Bj  the  Author  mt 
The  Rationale  of  Political  Representation,  A  Critical  Diisertation  on  Valne,  &c. 
[Samnel  Bailey].    London,  1887.    Svo,  pp.  824. 
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1840.  In  the  interval  the  difficulty  of  obtaining  an  adequate  supply  of 
gold  has  increased  to  so  great  a  degree  that  the  same  quantity  of 
metal  will  purchase  double  the  quantity  of  other  commodities. 
When,  therefore,  A.  receives  back  the  sum  lent,  he  obtains,  indeed, 
only  the  same  quantity  of  money;  but  that  quantity  has  double  the 
power  in  the  market    He  is,  therefore,  a  fortunate  man. 

B.,  on  the  other  hand,  has  to  pay  what  A.  receives. .  .  .  Through  the 
whole  process  of  the  fall  of  prices,  he  is  continually  losing,  obtaining  less 
and  less  for  his  commodity,  and  having  to  pay  the  same  sum  for  the  use 
of  the  money.  At  the  expiration  of  the  ten  years  he  will  probably  have 
lost  a  considerable  part  of  the  original  hundred  pounds  which  he  bor- 
rowed, and  will  have  to  repay  the  loan  to  A.  by  a  sacrifice  of  his  other 
property  or  by  a  tax  on  the  products  of  his  future  industry  in  the  shape 
of  an  annuity,  or  interest.  .  .  .  The  whole  affair  resolves  itself  into  a 
transfer  from  one  to  the  other. 

That  such  an  appreciation  would  have  a  harmful  efiEect 
directly  upon  industry  itself,  Bailey  demonstrates  in  another 
place.  Industry  in  general  is  crippled,  because  the  progressive 
element,  'Hhe  industrious  capitalist,^^  is  subjected  to  an  in- 
creasing burden  as  regards  his  fixed  charges  of  all  sorts  and  to 
a  constant  depreciation  in  the  value  of  his  stock,  and  because 
of  ^^  that  want  of  confidence  which  always  attends  a  general 
lowering  of  prices."  * 

3.  The  third  case  to  be  considered  is  a  rise  in  the  value  of  money  from 
a  change  originating  on  the  side  of  other  commodities.  Suppose  the 
facility  of  producing  all  commodities  except  gold  were  so  increased  that 
they  could  be  supplied  at  prices  60  per  cent,  lower  than  when  A.  lent  the 
one  hundred  pounds  to  B.  What  would  be  the  effect  on  the  parties  to 
the  contract? 

In  regard  to  A.,  the  lender,  the  effect  would  be  the  same  in  many 
respects  as  if  the  increased  value  of  money  had  arisen  from  circum- 
stances acting  directly  on  the  precious  metals.  He  would  be  enabled  at 
the  end  of  the  term  to  command  double  the  quantity  of  commodities. 
He  would  not,  however,  be  able  to  command  double  the  quantity  of 
labor;  and  there  might  be  a  few  other  cases  of  exception. 

To  the  borrower,  B.,  the  effects  of  a  reduction  of  prices  in  this  case 
would  be  very  different  from  those  in  the  other.  In  the  supposed  fall  of 
prices  from  a  deficient  supply  of  the  precious  metals,  he  was  obliged  to 
sell  his  commodities  for  a  low  price  without  a  proportionate  diminution 
in  the  cost;  but  now  he  sells  them  at  a  less  price  only  because  they  cost 
him  less.  The  fact  of  their  costing  him  less  implies  that  he  has  invented 
or  adopted  improved  methods  of  production;  and  it  is  probable  that  these 

•See  pp.  82, 63,  87, 111-118. 
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new  methods  have  enabled  him,  at  the  ontset  at  least,  to  obtain  extraor- 
dinary profits.  The  fund,  therefore,  out  of  which  he  has  to  pay  inter- 
est on  the  loan  is,  on  the  least  favorable  supposition,  undiminished,  and 
in  all  likelihood  increased.  But  there  is  still  another  advantage  which 
he  possesses  in  this  case  beyond  what  he  possessed  in  the  former  one. 
Therif  although  the  prices  of  the  commodities  which  he  personally  con- 
sumed, fell  in  the  same  proportion  as  the  commodity  which  he  prepared 
for  market,  yet,  his  profits  being  more  than  proportionally  reduced,  he 
could  no  longer  command  the  same  quantity  of  such  commodities  out  of 
his  net  residue;  now,  not  only  the  prices  of  commodities  are  proportion- 
ally reduced,  but  his  net  residue  remains  undimiDished  or  is  even  aug- 
mented, so  that  he  can  command  a  larger  quantity  of  desirable  articles. 

In  this  case,  therefore,  while  A.,  the  lender,  obtains  a  great  advan- 
tage, B.,  the  borrower,  sustains,  at  the  worst,  no  loss,— nay,  even  partici- 
pates in  the  general  gain. 

In  the  former  instance  of  a  rise  in  the  value  of  money  originating  on 
its  own  side,  there  was  no  fund  out  of  which  A.  could  gain,  but  the  loss 
sustained  by  B.  and  others.  Here,  on  the  contrary,  there  is  a  fund  out 
of  which  both  draw  an  advantage;  namely,  the  increased  quantity  of 
commodities  produced  by  the  same  quantity  of  labor.  Of  these  com- 
modities they  both  simultaneously  obtain  a  greater  portion.* 

Now  what  has  actually  taken  place  of  late  years  in  the 
western  world  is  a  realization  of  Bailey's  third  case.  Speak- 
ing in  round  terms,  there  has  been  no  diminution  in  the 
quantity  of  metallic  money  either  absolutely  or  relatively  to 
population.  If  we  take  into  account  the  devices  which  econo- 
mize the  use  of  specie  and  multiply  its  effect,  the  quantity  of 
money  has  greatly  increased.  Nevertheless,  there  has  been  a 
marked  general  fall  of  prices,  or  appreciation  of  the  money 
unit,  which  must  thus  have  arisen  from  ^^  an  alteration  on  the 
side  of  other  commodities.'*  That  the  rapid  march  of  inven- 
tion and  enormous  extension  of  business  is  a  sufficient  cause 
for  this  "  alteration  "  can  be  readily  understood.  Under  this 
r^ime  of  falling  prices,  however,  no  one  has  suffered  absolute 
hardship  because  "such  alterations  in  prices,  unlike  those 
which  spring  from  variations  in  the  quantity  of  money,  are 
always  limited  to  the  commodity  in  which  the  improvement 
takes  place."  t  That  is  to  say,  if  the  price  of  the  product  of 
any  particular  industry  has  fallen  even  more  rapidly  than  the 
average  rate  of  f all^  there  has  been  no  hardship,  because  this 

•  Pages  115-117.  t  BaUey,  p.  86. 
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has  been  accompanied  by  increased  productive  power.  The 
price  of  the  commodity  has  fallen  (barring  violent  changes  in 
demand)  precisely  becanse  increased  powers  of  production 
have  depressed  the  market  with  a  greatly  increased  output. 

There  has  been,  therefore,  under  these  circumstances,  no 
absolute  hardship  as  regards  the  producers  in  any  industry 
considered  as  a  whole,  as  a  homogeneous  body.  In  any  large 
industry,  however,  the  body  of  producers  is  not  homogeneous, 
so  that,  if  individuals  and  groups  of  individuals  (as  of  different 
countries)  are  not  to  suffer,  it  is  only  on  condition  that  the 
lowered  prices,  the  result  of  increased  output,  are  due  to 
improvements  which  all  share  alike,  and  that  the  market  is 
elastic  enough  to  take  off  the  whole  of  this  output. 

As  a  matter  of  fact,  the  improvements  do  not  spread  equally 
over  the  whole  body  of  producers  in  a  widely  extended  indus- 
try; and,  moreover,  for  most  commodities  the  elasticity  of 
demand  is  confined  within  rather  narrow  limits.  Those  pro- 
ducers who  for  any  reason  lag  behind  in  a  progressive  age,  and 
have  lower  prices  thrust  upon  them  by  the  improvements  of 
others,  suffer  hardship,  and  may  even  be  driven  from  that 
industry  altogether.  The  improvement  which  in  the  last 
twenty  years  has  occasioned  such  a  heavy  fall  in  the  world's 
prices  of  agricultural  products  has  been  chiefly  the  opening  up 
of  new  lands,  first  in  America  and  later  in  Russia  and  Argen- 
tina. This,  in  the  nature  of  things,  was  something  which 
could  not  be  repeated  on  the  old  lands.  The  margin  of  culti- 
vation in  the  older  parts  of  America  as  well  as  in  Europe  has 
been  receding,  and  the  surplus  cultivators  have  been  forced 
into  other  occupations.  But  these  are  questions  of  the  partic- 
ular inequalities  of  industrial  conditions,  and  the  necessary 
readjustment  of  industries  relatively  to  each  other  in  a  pro- 
gressive world.  They  are  wholly  different  from  the  general 
question  as  to  how  the  quantity  of  money  affects  as  a  common 
cause  the  prices  of  all  products  in  all  industries.  While  ^^  gen- 
eral prices,"  or  the  "  average "  of  the  scale  of  prices  at  any 
time,  is  made  up  of  particulars,  the  position  of  the  particulars 
relatively  to  each  other  in  the  scale  is  quite  outside  the  mone- 
tary problem.  The  question  of  justice  in  the  matter  of  prices 
is  not  one  of  correcting  the  *'  unearned  increment "  of  some 
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producers  or  the  earned  or  unearned  losses  of  others.  It  is  a 
question  of  securing  a  just  expression  in  terms  of  money  of 
the  yalue  of  the  product  of  the  average  producer  in  the  aver- 
age situation. 

To  continue,  let  us  now  turn  to  Bailey's  treatment  of  the 
ethics  of  the  two  sorts  of  appreciation, —  the  adjustment  in 
accordance  with  "  rigid  justice  "  of  the  effects  of  each  sort.  So 
far  as  the  means  of  adjustment  are  concerned,  Bailey  nowhere 
considers  that  a  manipulation  of  the  money  supply  might  be 
resorted  to  in  order  to  keep  its  value  constant,  i.e.,  to  maintain 
a  certain  level  of  general  prices.  He  considers  only  the  pos- 
sibility of  some  sort  of  court  or  commission  which  should  so 
modify  pecuniary  contracts  as  to  secure  equitable  satisfaction 
in  each  instance.  This  latter  method,  while  far  more  difficult 
of  application  than  the  former,  would  have  the  merit  of  being 
much  more  exact.  By  manipulation  of  the  money  supply  the 
prices  of  all  products  would  be  affected  alike,  both  those 
which  had  fallen  the  average  amount  and  those  which  had 
fallen  more  or  less;  while  those  which  had  risen  would  be 
raised  still  further.  As  to  the  question  of  <<  rigid  justice,''  he 
reasons  as  follows :  — 


It  appears  in  case  No.  1  that  an  adherence  to  the  principle  of  quan- 
tity, though  it  would  be  literally  according  to  agreement,  would  be  virtu- 
ally unjust,  and  that,  if  value  were  the  criterion  applied,  neither  party 
would  be  at  all  injured.  As  A.  could  gain  only  by  the  loss  of  B.,  and 
that  in  a  manner  not  contemplated  by  the  i)artie8  themselves,  it  would 
seem  quite  fair,  were  it  practicable,  that  at  the  end  of  the  term  during 
which  the  loan  continues  they  should  be  placed  in  the  same  virtual  posi- 
tion as  they  were  in  at  the  beginning.  . .  . 

In  the  case  numbered  3,  where  the  facility  of  production  is  supposed 
to  be  doubled,  both  parties  are  gainers.  One  does  not  profit  at  the 
expense  of  the  other;  and  consequently  there  can  be  no  pretext  for  inter- 
fering with  the  literal  construction  of  the  contract,  as  a  contract  for 
quantity  without  reference  to  value.  There  is  not  even  the  ostensible 
ground  that  the  alteration  in  prices  has  originated  on  the  side  of  the 
metal  in  which  the  bargain  has  been  made. 

It  is  true  that  A.,  at  the  expiration  of  the  loan,  obtains  a  quantity  of 
money»  which,  although  the  same  in  weight,  commands  double  the 
quantity  of  commodities.  But  this  is  an  advantage  common  to  the 
whole  community.  It  is  shared  by  the  borrower  B.  If  B.,  neyertheless, 
were  to  repay  only  half  the  sum  originally  borrowed,  under  the  notion 
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that  £50  would  give  to  A.  the  same  command  of  commodities  that  £100 
did  when  the  loan  waa  originally  advanced,  A.  would  be  the  only  person 
not  benefited  by  the  progress  of  society.  B.  would  be  twice  benefited,— 
once  in  the  way  already  described,  and  once  by  repaying  only  half  the 
quantity  of  money  borrowed.  There  is  no  reason  why  A.,  the  lender, 
should  not  partake  in  the  advantages  derived  by  the  community  at  laige 
from  improvements  in  production,  in  which  his  capital  is,  in  truth,  one 
of  the  instruments.  It  is  a  participation  in  a  newly  created  fund,  and 
not  a  mere  transference  of  property  belonging  to  others.* 

To  these  latter  propositions  the  present  writer  cannot  agree. 
The  lender  in  the  case  supposed  does  profit  at  the  expense  of 
the  borrower.  Not  to  the  latter's  absolute  loss  to  be  sore,  but, 
nevertheless,  to  his  detriment.  The  borrowers,  as  a  class, 
have  made  the  improvements  in  production ;  and  they,  as  a 
class,  should  reap  the  whole  advantage  of  them.  The  '<  newly 
created  fund  '^  of  wealth  is  theirs ;  and,  no  matter  how  rich  they 
are  getting,  if  any  other  class  has  any  *^ participation^  in  it, 
without  their  wish  or  consent,  they  may  well  feel  aggriered. 

But,  while  there  may  be  injustice  of  this  sort  arising  from  an 
appreciation  of  money  from  causes  acting  '<on  the  side  of 
other  commodities,^'  it  is  not  of  suficient  urgency  to  warrant 
the  running  of  great  risks  to  find  a  remedy ;  and  any  sort  of 
remedy  to  be  applied  by  a  democratic  government  is  full  of 
risks.  Yet  something  is  gained  in  the  discussion  of  this  and 
other  social  questions  by  the  frank  acknowledgment  of  the 
existence  of  difiiculties,  even  though  no  feasible  remedy  may 
be  in  sight. 

C.  W.  MiXTEE. 

Habvaed  UNrvsBsrrT. 

•Pages  ll»-m. 
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At  its  last  meeting,  held  in  December,  1897,  the  Council  of 
the  American  Economic  Association  appointed  a  Committee 
on  the  Scope  and  Method  of  the  Twelfth  Census,  which  is 
expected  to  make  a  report  at  the  meeting  of  the  Association 
to  be  held  toward  the  close  of  the  current  year.  The  com- 
mittee consists  of  Professor  Richmond  Mayo-Smith,  chairman, 
and  Messrs.  W.  F.  Willcox,  C.  D.  Wright,  R.  P.  Falkn^,  and 
D.  R.  Dewey ;  and  it  is  now  engaged  in  inquiries  on  the  scope 
and  method  of  the  Eleventh  Census,  the  impressions  of  those 
who  have  used  it  as  to  the  accuracy  and  helpfulness  of  the 
published  results,  and  the  lessons  taught  by  the  experience  of 
this  country  and  of  others  as  to  the  plan  on  which  the  cen- 
sus should  be  conducted.  The  committee  invites  the  co-opera- 
tion of  all  competent  persons,  and  suggestions  and  criticisms 
addressed  to  the  chairman  or  to  any  member  will  be  welcome. 

A  similar  committee  was  appointed  by  the  Association  on 
Currency  Reform,  of  which  Professor  F.  M.  Taylor  is  chair- 
man, the  other  members  being  Messrs.  J.  W.  Jenks,  D.  Einley, 
S.  Sherwood,  and  F.  W.  Taussig. 


DuBiNG  the  quarter,  two  important  books,  already  an- 
nounced for  publication  in  previous  bibliographical  lists,  have 
claimed  the  attention  of  students  of  social  questions, — Mr.  and 
Mrs.  Sidney  Webb's  Industrial  Democracy  and  M.  Levas- 
seur's  UOuwrier  Americain,  We  note  also  several  impor- 
tant additions  to  the  helpful  literature  on  monetary  subjects, 
in  Mr.  A.  D.  Noyes's  Thirty  Years  of  American  Jf^nance^ 
Mr.  H.  B.  Russell's  International  Monetary  Co^ferenceSy  and 
Major  L.  Darwin's  BimetaUism. 


Ths  firm  of  Guillaumin  in  Paris  announces  a  Dictionnaire 
du  Commerce^  de  VlnduBtrie^  etdela  Banqyte^  under  the  edi- 
torships of  Messrs.  Yves  Guyot  and  A.  Ra£Ealovich,  with  a 
long  list  of  able  collaborators.    It  is  addressed  to  men  of 
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affairs  as  well  as  to  the  general  public  and  to  students  of 
economics,  and  exact  and  detailed  treatment  of  the  facts  of 
industry  is  promised.  Two  volumes  will  be  issued,  in  parts, 
beginning  in  March  of  the  present  year.  The  price  for  the 
whole  is  50  francs. 

Thb  act  for  the  purchase  of  the  main  lines  of  railway  in 
Switzerland  by  the  state,  to  which  reference  was  made  in  the 
last  issue  of  this  Journal,  was  submitted  to  referendum  on 
February  20,  and  was  approved  by  a  heavy  majority,  884,146 
votes  against  117,130.  It  may  be  regarded  as  settled,  there- 
fore, that  public  ownership  and  management  of  railways  will 
take  the  place  of  private  in  this  democratic  community. 


The  correspondence  recently  published  between  the  British 
government  and  the  American  Commission  on  International 
Bimetallism  states  the  precise  proposals  which  were  submitted 
by  that  commission,  and  the  course  of  the  negotiations  with 
regard  to  them.  The  commission,  it  will  be  recalled,  consisted 
of  Senator  Wolcott  and  Messrs.  Paine  and  Stevenson,  and  was 
sent  abroad  in  the  spring  of  1897.  Senator  Wolcott  gave  a 
summary  account  of  the  negotiations  in  a  speech  delivered  in 
the  Senate  on  January  17,  and  the  correspondence  has  been 
printed  as  an  appendix  to  this  address  as  well  as  in  the 
British  Parliamentary  papers. 

It  appears  that  the  commission  first  secured  some  adhesion 
from  the  French  government;  the  extent  of  this  adhesion 
being,  as  stated  by  the  French  ambassador  at  a  conference 
held  in  London  July  15 :  (1)  that  France  desired  the  reopening 
of  the  mints  of  all  commercial  countries  to  the  free  coinage  of 
silver  at  15^  to  1 ;  (2)  that  the  reopening  of  the  Indian  mints 
alone  would  not  be  regarded  by  France  as  ground  for  reopen- 
ing the  French  mint  to  free  coinage ;  (3)  that  the  annual  pur- 
chasiB  of  silver  by  England  of,  say,  £10,000,000  "nominal 
value,"  though  "  only  a  palliative,"  would  not  be  "  excluded 
from  view  "  as  a  contribution  by  England  towards  maintaining 
the  value  of  silver. 
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The  American  oommissioners  laid  before  the  British  gov- 
emment  (July  12)  the  following  proposals :  — 

1.  The  opening  of  the  Indian  mints  and  the  repeal  of  the  order*  mak- 
ing the  sovereign  legal  tender  in  India. 

2.  The  placing  of  one-fifth  of  the  bnllion  in  the  issue  department  of 
the  Bank  of  England  in  silver. 

8.  (a)  The  raising  of  the  legal  tender  limit  of  silver  to,  say,  £10. 
(6)  The  issue  of  20-shilling  notes  based  on  silver  which  shall  be  legal 
tender. 

(c)  The  retirement,  gradual  or  otherwise,  of  the  10-shilUng  gold 
pieces,  and  substitution  of  paper  based  on  silver. 

4.  An  agreement  to  coin  annually  £ of  silver.    [Present  silver 

coinage  average  for  five  years  about  £1,000,000,  less  annual  withdrawal 
of  worn  and  defaced  coin  for  recoinage,  about  £350>000.] 

AUemative  proposal— 4.  Agreement  to  purchase  each  year  £ 

in  silver  at  coinage  value. 

6.  The  opening  of  English  mints  to  the  coinage  of  rupees  and  of  a  Brit- 
ish dollar,  which  shall  be  full  tender  in  Straits  Settlements  and  other 
silver-standard  colonies,  and  tender  in  United  Kingdom  to  the  limit  of 
silver  legal  tender. 

0.  Action  by  the  colonies  and  coinage  of  silver  in  Egypt. 

7.  Something  having  the  general  scope  of  the  Huskisson  plan.t 

Clearly,  the  question  to  be  disposed  of  before  any  farther 
steps  coold  be  considered  was  as  to  the  opening  of  the  Indian 
mints  to  silver.  That  question  was  referred  by  the  British 
government  to  the  government  of  India,  whose  negative  an- 
swer, dated  September  16, 1897,  brought  the  negotiations  to  an 
abrupt  dose.  The  answer  was  framed  on  the  supposition  that 
the  United  States  and  France  would  coin  freely  at  15^  to  1. 
It  stated  in  substance  that  the  proposed  action  by  France,  the 
United  States,  and  India  *'  certainly  could  not .  . .  succeed  in 
establishing  stability  in  the  relative  value  of  gold  and  silver" ; 

*Thls  is  perhaps  to  be  constmed  as  an  expression  of  desire  that  no  snoh  order 
should  be  issned,  since  this  precise  step  seems  not  to  have  been  taken. 

t  The  '*  Hnskisson  plan  "  here  referred  to  is  contained  in  a  paper  prepared  by 
Hnsklsson  in  1896,  and  apparently  flist  printed  in  1888  in  the  FFettltHreon  2>e- 
BptUchett  2d  Series,  vol.  iil.  p.  98  (the  document  was  sent  by  Canning  to  Welling- 
ton). It  is  reprinted  in  Mr.  H.  H.  Oibbs's  Colloquy  on  Curroney  (18M),  Appendix, 
p.  xlvii.  Hnskisson  proposed  the  receipt  by  the  English  mint,  on  deposit,  of  silver 
in  quantities  of  not  less  than  900  ounces ;  the  issue  of  certificates  (none  less  than 
£60),  which  should  state  the  equivalent  value  of  the  silver  in  **onr  money,"  i.s., 
gold,  at  the  ratio  of  15|  to  1 ;  <'  these  receipts  to  circulate  as  money  in  all  trans- 
actions.'* 
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that,  in  any  case,  Buch  a  three-sided  agreement  was  in  great 
risk  of  termination ;  that  the  proposed  change,  so  far  as  it 
attained  the  object,  would  depress  Indian  industries  for  some 
time,  if  not  permanently ;  and  that  the  experiment  of  closing 
the  mints  begun  in  1898  had  better  chances  of  success  than  a 
partial  international  agreement.  It  was  intimated  also  that 
the  rate  of  exchange  between  gold  and  silver  desirable  for  the 
interests  of  India  was  about  22  to  1,  i.e.y  the  rupee  at  IM. 
The  British  goyemment,  on  communicating  the  decision  from 
India,  politely  asked  whether  the  American  and  French  repre- 
sentatives desired  to  proceed ;  but,  as  Senator  Wolcott  stated 
in  his  speech  reviewing  the  negotiations,  '*  the  refusal  must  be 
considered  as  final  until  the  failure  of  the  experiment  upon 
which  the  India  government  has  entered  shall  be  demon- 
strated." 


SoMB  recent  decisions  of  the  Supreme  Court  of  the  United 
States  have  defined,  in  terms  new  in  some  respects,  the  consti- 
tutional powers  of  a  State  as  regards  the  taxation  of  corpora- 
tions organized  under  the  laws  of  another  State ;  while  the 
conditions  under  which  the  cases  arose,  and  the  mode  in 
which  the  taxes  were  applied,  illustrate  once  more  the  anom- 
alies of  the  traditional  American  tax  methods. 

An  Ohio  statute  of  1893,  known  as  the  "  Nichols  law,*'  *  had 
provided  that  telegraph,  telephone,  and  express  companies 
should  be  taxed  on  ^<  the  true  value  in  money  of  the  entire 
property  within  the  State  of  Ohio  ...  in  the  proportion 
which  the  same  bears  to  the  entire  property  of  the  said  com- 
panies." The  proportion  of  the  "entire  property"  within  the 
State  and  taxable  by  it  was  to  be  ascertained  by  a  State 
board  appointed  for  the  purpose.  From  the  taxable  sum  made 
out  by  this  board  the  assessed  value  of  real  property  taxed 
within  the  State  was  to  be  deducted.  The  remainder  was 
then  to  be  apportioned  among  the  several  counties.  As  to 
express  companies,  whose  treatment,  as  typical  of  the  whole, 
may  be  followed  in  detail,  each  county  was  to  be  assigned 
the  proportion  which  the  gross  receipts  from  business  in  its 

•90  Ohio  Lawt,  380  (April  27, 1888). 
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limits  bore  to  the  total  gross  receipts  in  the  State.  On  this 
sum  taxes  were  to  be  levied  hj  the  county  authorities  at  the 
local  rate  on  property  in  general  In  the  case  of  the  Adams 
Express  Company  the  State  board  took  as  measure  of  the 
"  true  value  of  the  entire  property  '*  the  market  value  of  its 
total  capital  stock,  while  the  proportion  in  the  State  of  Ohio 
was  measured  by  the  mileage  of  the  company's  lines  vnthin 
the  State  as  compared  with  the  total  mileage  in  the  country 
at  large. .  By  this  process  the  company  was  assessed  for  taxes 
on  the  round  sum  of  $533,000. 

A  similar  statute  was  passed  at  the  same  time  in  Indiana.* 
It  differed  from  that  of  Ohio  in  applying  tax  machinery  of  this 
kind  to  sleeping-car  and  dining-car  companies,  as  well  as  to 
telegraph,  telephone,  and  express  companies,  and  in  providing 
specifically  that  the  market  value  of  stock  plus  bonds  was  to 
be  the  measure  of  each  corporation's  total  property,  while  the 
mileage  of  lines  within  Indiana  was  to  gauge  the  proportion 
of  property  taxable  within  the  State. 

The  Ohio  courts  declared  this  method  of  taxation  to  be  not 
repugnant  to  the  constitution  of  the  State.f  The  question  waa 
then  carried  before  the  Supreme  Court  of  the  United  States 
as  to  its  validity  under  the  federal  Constitution.  It  was  con- 
tended that  it  was  in  violation  of  the  clause  giving  Congress 
the  power  to  regulate  commerce,  and  also  of  that  inhibiting 
deprivation  of  property  without  due  process  of  law.  A 
divided  court  (5  to  4)  held  that  the  Ohio  statute  and  the 
similar  statute  in  Indiana  were  not  unconstitutional.!  The 
decision,  if  not  in  reversal  of  others  of  earlier  date,  was  at 
least  of  different  trend.  The  power  of  Congress  to  regulate 
commerce,  and  the  consequent  limitations  of  the  powers  of  the 
States,  had  been  the  basis  of  decisions  which  tended  greatly  to 
restrict  the  application  of  taxes  to  other  property  than  that 
existing  in  tangible  form  within  a  State's  borders.  Under  the 
construction  now  given  to  the  federal  Constitution  a  wide  field 
is  opened  for  the  taxation  of  corporations  carrying  on  opera- 
tions within  the  several  States  but  not  incorporated   under 

•  Indiana  Law,  1803,  p.  871  1 8taU  v.  Jtmu,  61  OUo  State,  4». 

XAdam$  Bxprtu  Company  y.  OMo,  165  U.  8. 194, 106  U.  S.  185,  February  and 
March,  180T. 
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their  laws ;  the  mode  in  which  this  shall  be  done  being  left 
to  the  discretion  of  the  States,  and  subject  to  their  views  of 
expediency  and  equity. 

If  every  State  were  to  adopt  the  Ohio  method,  and  were  to 
content  itself  with  that,  the  result  would  not  be  inconsistent 
with  the  traditional  American  tax  system.  Not  only  this.  If 
combined  with  its  logical  corollary,  the  exemption  from  taxa- 
tion of  the  securities  issued  by  the  taxed  corporations,  it 
would  have  important  administrative  advantages.  To  tax 
interstate  corporations  in  every  State  on  their  property  or  in- 
come-yielding operations  within  the  State,  in  some  reasonably 
ascertained  proportion  to  their  total  property  or  total  opera- 
tions, is,  if  not  an  easy  task,  certainly  no  such  hopeless  one  as 
that  of  taxing  the  shares  held  by  individual  stockholders. 
But  it  is  an  obvious  corollary  that,  where  the  corporation  is  so 
taxed  at  the  source,  the  stockholders  should  not  be  taxed  once 
more  on  their  individual  holdings.  If  every  State  were  to  tax 
interstate  corporations  as  Ohio  and  Indiana  do  by  the  leg- 
islation described,  and  were  also  to  tax  securities  of  the  corpo- 
rations held  by  individuals,  the  result  would  be  flagrant  double 
taxation. 

As  it  happens,  the  State  of  Ohio,  under  the  letter  of  its 
laws,  taxes  doubly  in  precisely  this  manner, —  nay,  does 
more,  and  may  be  fairly  said  to  tax  triply  and  quadruply. 
Shares  of  the  Adams  Express  Company  are  taxable  to  the 
holder  in  Ohio  to  their  full  market  value ;  and,  if  they  fail  to  be 
taxed  in  fact,  the  result  is  due  not  to  any  virtue  in  the  law  or 
its  administrators,  but  to  those  evasions  and  equivocations 
which  have  brought  the  entire  American  system  of  taxing 
personal  property  into  such  disrepute.  Further,  in  Ohio, 
horses,  wagons,  and  like  tangible  personal  property  of  ex- 
press companies  (to  follow  this  particular  case  to  the  end) 
are  taxable  by  the  local  bodies,  notwithstanding  the  taxation 
of  the  corporation  itself  for  the  i* entire  property"  in  Ohio. 
Fourthly  and  lastly,  express  companies  are  taxed  in  Ohio  on 
their  gross  receipts  in  the  State  at  the  rate  of  2  per  cent. 
This  excise  had  been  imposed  in  1894,*  on  the  recommenda- 

•91  Ohio  LatoBf  237  (May  14, 18M).  The  reyenue  from  the  tax  on  gross  reoeipts 
is  covered  Into  the  State  treasary. 
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tion  of  the  able  Ohio  Tax  Commission  of  1898,  being  designed 
as  a  substitute  for  the  Nichols  act  of  1893,  whose  constitu- 
tionality was  then  thought  more  than  doubtful.  As  it  hap- 
pens, this  statute  has  been  upheld  and  is  still  in  force ;  and  the 
substitute  also  remains.  The  result  is  an  accumulation  of  ex- 
actions which,  if  imposed  and  enforced  wherever  such  a  com- 
pany carried  on  its  operations,  might  easily  be  ruinous,  and 
certainly  could  be  defended  on  no  grounds  of  principle. 

In  the  decision  of  the  federal  Supreme  Court  on  the  Ohio 
statute,  it  was  pointed  out  that  the  security  for  rational  taxa- 
tion must  lie  in  the  sense  of  equity  among  the  people  and 
legislators  of  the  several  States,  and  that  constitutional  re- 
strictions should  not  be  stretched  in  this  case  or  in  others  to 
cover  objects  possibly  desirable  in  themselves,  but  not  properly 
within  their  scope.  The  soundness  of  this  principle  is  incon- 
testable ;  and,  if  the  liberty  which  it  leaves  for  the  several 
States  sometimes  results  in  anomalies  such  as  have  just  been 
pointed  out,  the  remedy  must  be  sought  in  the  good  sense  and 
good  faith  of  the  people  and  their  representatives.  The  in- 
itial step  in  the  course  of  legislation  in  Ohio,  that  of  taxing  the 
corporation  itself  on  its  "property,"  is  in  many  ways  com- 
mendable. It  remains  to  be  seen  whether  the  State  will  con- 
tent itself  with  accomplishing  this  once  for  all,  or  will  continue 
to  exact  double  and  treble  taxes  from  the  same  source. 


Digitized  by 


Google 


RECENT  PUBLICATIONS   UPON  ECONOMICS. 


[Chiefly  publlflhed  or  annoanoed  since  January,  1898.] 


L    GENERAL  WORKS,  THEORY  AND   ITS  HISTORY. 


Buirox  (N.  C.)«  Esquiflses  de  Lit- 
t^ratore  politico  -  ^conomique. 
Tradnit  du  Ruase.  [Carey,  Mill, 
Menger,  Schmoller.]  Basle:  Oeorg 
et  Cie.    8vo.    pp.  498.    7.50  fr. 

Cbowxll  (J.  F.).  The  Logical  Pro- 
cess of  Social  Deyelopment.  New 
York :  Henry  Holt   rAimotinced.  ] 

Dayidbon  (John).  The  Bargain 
Theory  of  Wages.  A  Critical  De- 
▼elopment  from  the  Historic  The- 
ories. New  York:  O.  P.  Putnam's 
Sons.    12mo.    pp.  819.    $1.50. 

Fleischner  (L).  Allgemeine  Volks- 
wirthschaftslehre.  Leipzig :  Verl. 
der  Handels-Akademie.  Svo. 
8.75  m.    [Announced.] 

GoTTSTEiK  (Ad.).  Allgemeine  Epi- 
demologie.  [In  Bibliothek  f.  So- 
cialwissenschaft.]  Leipzig:  G.  H. 
Wlgand.    Svo.    pp.  447.    6.50  m. 

Handw^^btxbbuch  deb  Staats- 
wissEKSCHAFTEN.  Supplement. 
Band  IL  [With  index  to  supple- 
ments I.  and  IL].  Jena:  Fischer. 
Svo.    pp.  1076.    20  m. 

Mallock  (W.  H.).  Aristocracy 
and  Evolution:  A  Study  of  the 
Rights,  the  Origin,  and  the  Social 
Functions  of  the  Wealthier  Glasses. 
New  York  and  London:  Mac- 
millan.    [Announced.] 

Musco  (Adolfo).  La  Dottrina  del 
Salario.  Saggio.  Naples:  Society 
Co-operativa.  12mo.  pp.  423. 
8.601. 

MUTAHOFF  (Ch.).  Zur  Geschichte 
des  Rechts  auf  Arbeit  mit  besond. 
Riicksicht  auf  Fourier.  [In  Bemer 
Beitrage.]  Bern:  K.  Wysz.  Svo. 
pp.  145.    1.60  m. 


PAiTTALEOin  (M.).  Dn  Caract^re 
Logique  des  Differences  d'Opiniona 
qui  s^parent  les  £conomiste6 
[le^on  d*ouverture  at  Geneva]. 
Greneva:  Impr.  P.  Richter.  Svo. 
pp.  48. 

Petit  j^us^ne).  £tude  Critique 
des  Differentes  Theories  de  la 
Valeur  [dans  P^change  int^rleur]. 
Paris:  Rousseau.    8vo.    pp.  820. 

Rambaud  (P.).  Resume  d'£con- 
omie  Politique,  redig^  conforme- 
ment  au  Nouveau  Programme 
Officiel.  Paris:  Lib.  Fontemoing. 
Svo.    pp.  162.    8.50  fr. 

Sakdebb  (F.  W.).  The  Standard 
of  Living  in  its  Relation  to  Eco- 
nomic Theory  and  Land  National- 
ization. Chicago:  Univ.  of 
Chicago  Press.    Svo.    pp.  64. 

Shebwood  (S.).  Tendencies  in 
American  Economic  Thought. 
Baltimore:  Johns  Hopklna  Press. 
8vo.    pp.  42.    25  cts. 

Stugksnbebo  (J.  H.  W.).  Intro- 
duction to  the  Study  of  Sociology. 
New  York:  Armstrong  <fe  Co. 
Svo.    pp.  887.    $1.50. 

Wabd  (L.  F.).  Outlines  of  So- 
ciology. New  York:  MacmiUan 
Co.    12mo.    pp.  801.    $2.00. 

In  Periodicals, 

Blbi  (F.).  Zur  Kritik  der  poli- 
tischen  Oekonomie;  als  Einleitung 
zu  einer  Theorie  der  reinen  Wirth- 
schaft.  Jahrb.  Nat.  Oek.,  14, 
Heft  6. 

CauwAs  (P.).  L'Economle  Poli- 
tique Nationale  [Address  as  Presi- 
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dent  of  Sod^t^  d'£conomle  Poli- 
tique Rationale].  Rev.  d'£con. 
Pol.,  Feb. 

DiSHL  (E.).  Wirthschaft  and 
Recht  [reyiew  of  Stammler's  book 
having  that  title].  Jahrb.  Nat. 
Oek.,  14,  Hefte. 

FiSHEB  (Irving).  The  Rdle  of 
Capital  in  Economic  Theory. 
Econ.  Joum.,  Dec 

Hadlet  Ul.  T.).  Some  Fallacies 
in  the  Theory  of  Distribution. 
Econ.  Joum.,  Dec. 

PANTAiJEOin  (M.).  Esame  Critico 
del  Principii  Teorici  della  Co-ope- 
razione.  Giom.  degli  Econ., 
March. 


SooTT  (W.  A.).  Henry  Geoige  and 
his  Economic  System.  The  New 
World,  March. 

Stabckb  (0.  N.).  Quelques  Ques- 
tions sur  la  M^thode  de  la  So- 
ciologie.  Rev.  Int.  de  Sociol., 
Jan. 

ViiiLEY  (E.).  Charles  Fourier. 
Rev.  d'ticon.  Pol.,  Dec.,  Jan. 

Walbas  (L.).  L'Economique  ap- 
pliqu^e  et  la  Defense  des  Salaires. 
Rev.  d'ficon.  Pol.,  Dec 

.    Th^orie  du  Credit.     Rev. 

d'£con.  Pol.,  Feb. 

Wabd  (L.  F.).  UtUitarian  Eco- 
nomics. Amer.  Joum.  of  SocioL, 
Jan. 


n.    SOCIAL  QUESTIONS,  LABOR  AND  CAPITAL. 


Bielefeld  (0.).  Eine  neue  Aera 
enfflischer  Sozialgesetzgebung. 
Leipzig:  Duncker  &  Humblot 
8vo.    pp.  114.    2.20  m. 

BuscHMANN  (N.).  Die  Arbeits- 
losigkeit  und  die  Berufsorganlsa- 
tion.  Beitrag  zur  Losung  der 
Arbeitslosenfragc  Berlin:  Putt- 
kammer  A  Muhlbrecht.  8vo. 
pp.  133.    2  m. 

CRttOEB  (H.,  Verbandsanwalt).  Der 
heutige  Stand  des  deutschen  Ge< 
nossenschaftswesens.  [In  Yolksw. 
Zeitfragen.]  Berlin:  L.  Simion. 
8vo.    pp.  96.    2  m. 

Lahbebt  (M.).  Essai  sur  la  Pro- 
tection du  Salaire.  Preface  de 
Ch.  Gide.  Paris:  Larose.  Svo. 
pp.803. 

Mack  AY  (T.).  The  State  and 
Charity  [English  Citizen  Series]. 
London:  Macmillan.  Svo.  pp. 
210.    2s.  6d. 

MtKSTEBBEBO  (E.).  Die  Armen- 
pflegc  Einfiihrung  in  die  prak- 
tische    PflegethatiRkeit.      Berlin: 

0.  Liebmann.     8vo.     pp.    228. 
3  m. 

Rostand  (E.).  L' Action  Sociale 
par  r  Initiative  Priv^e,  avec  des 
documents  pour  servir  k  1' or- 
ganisation d' institutions  popn- 
laires  et  des  plans  d'habitations 
ouvri^res.       Tome     IL        [Vol. 

1.  appeared  in  1802.]    Paris:  Guil- 
laumin.    Svo.    pp.  070.    15  fr. 


Twining  (L.).  Workhouses  and 
Pauperism,  and  Women's  Work 
in  the  Administration  of  tiie  Poor 
Law.  [Social  Questions  Series.] 
London:  Methuen.  Svo.  pp.  288. 
2s.  6(2. 

Webb  (Sidney  and  Beatrice).  In- 
dustrial Democracy.  Trade  Union 
Structure;  Trade  Union  Func- 
tion; Trade  Union  Theory.  Lon- 
don and  New  York:  Longmans, 
Green  &  Co.  2  vols.  Svo.  pp. 
020.    $8. 

Wellouohby  (W.  F.).  Working- 
men's  Insurance.  New  York: 
T.  Y.  Crowell  &  Co.   12mo.  $1.75. 

WoKUBEK  (L.).  Die  oesterreich- 
ische  Unfallversicherung.  Eine 
kritische  Studie.  Vienna:  F. 
Deuticke.    Svo.    pp.  112.    2  m. 

Zaoheb.  Die  Arbeiterversicherung 
im  Auslande.  1  Heft:  D&nemark. 
rothers  to  follow.]  BerUn:  A. 
Troschel.    Svo.    pp.  61.    1  m. 

In  PeriodicdU. 

Aldbich  (M.  a.).  Die  Arbeiterfoe- 
wegung  in  Australien  und  Neu- 
Seeland.  Jahrb.  Nat.  Oek.,  16, 
Heft  2. 

Bellom  (M.).  R^sultats  G^n^raux 
et  Charges  Futures  des  Assurances 
Ouvri^res  AUemandes.  Joum. 
Soc.  Statist,  de  Paris,  July,  Aug. 

BosANQUET  (Helen).    The  Lines  of 
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Industrial  Conflict    Econ.  Joum., 

Dec 
Brooks  (John  Graham).  The  Trade 

Union  Label.     Bulletin  of  Dept. 

of  Labor,  March. 
Benyicb  (0.  H.).    Recent  Progress 

in    the  Housing    of    the    Poor. 

Econ.  Joum.,  Dec. 
Dbagx    (G.).     Poor-law    Reform. 

Econ.  Rey.,  Jan. 
EiNHAUSSR  (R).     Die  Gewinnbe- 

theiligung,  ihr  Einfluss  auf  den 

Untemehmei^gewinn  und  auf  Ar- 

beiter  und  Arbeitgeber.    Zeitschr. 

Ges.  Staatsw.,  63,  Heft  1,  2. 
Fbankbnbbbo   (H.).      Der   todte 

Punkt  der  deutschen  Arbelterver- 

sichernng.    Archiv  Soz.  Gesetzg., 

12,  Heft  1. 
Gabvin(L.). 

Unionism. 

March. 
Hendbbson  (C.  R.).    Das  Armen- 

wesen  in  den  Yereinigten  Staaten 

Ton  Amerika.    Jahrb.  Nat.  Oek., 

15,  Heft  1. 
Ebllby    (Florence).      The  Dlinols 

Child-labor   Law.    Amer.   Joum. 

of  SocioL,  Jan. 
LusHiNGTON    (G.).       The    Trade- 
union  Triumph  [on  the  Judgment 

in    Allen    v.    Flood].     National 

Rev.,  Jan. 
MiLLis  (H.  F.).     The  Relief  and 

Care     of     Dependants.       Amer. 

Joum.  of  Socio!.,  Dec,  Jan.,  Mar. 
OxRTMANN    (P.).     Die    Bauhand- 

werkerfrage    und     der    Entwurf 


The  End  of  the  New 
Fortnightlj     Rev., 


eines  Reichsgesetzes  betr.  Sicher- 
img  der  Bauforderungen.  Archly 
Soz.  Gesetzg.,  12,  Heft  1. 

PowKBS  (L.  G.).  Modem  Social 
Reform  and  Old  Christian  Ideas. 
Yale  Rev.,  Feb. 

Rab  (John).  Neue  Fortschritte  der 
Achtstunden-Bewegung  in  Eng- 
land. Archiv  Soz.  Gesetzg.,  12, 
Heft  1. 

Rebyes  (W.  p..  Agent  General  for 
New  Zealand).  Die  obllgator- 
ischen  Schiedsgerichte  in  einlgen 
englischen  Kolonien.  Archiv 
Soz.  Gesetzg.,  11,  Heft  5,  6. 

RocHETiN  (E.).  Les  CEuvres  d' As- 
sistance Mutuelle  en  Am^rique 
[benefit  societies].  Joum.  des 
Econ.,  Feb. 

SCHANZ  (G.).  Die  Arbeitslosenver- 
sicheruns  und  die  deutsche  Yolks- 
partei.  TSummaiy  of  Proposals.] 
Preuss.  Jahrb.,  March. 

Simons  (A.  W.).  A  Statistical  Study 
in  Causes  of  Poverty  [in  Chicago]. 
Amer.  Joum.  of  SocioL,  March. 

Wolff  (H.  W.  ).  Das  Arbeiter-Un- 
fallentschadigungsgesetz  [Work- 
men's Compensation  Act  With 
translation  of  text  of  the  act] 
Archly  Soz.  Gesetzg.,  11,  Heft  5,  6. 

.  The  International  Co-oper- 
ative Congress  at  Delft.  Econ. 
Rev.,  Jan. 

Unsigned.  Le  Yoorait.  La  Co- 
operation et  r  Organisation  Social- 
iste  en  Belgique.  Publ.  of  Mus^e 
SocioL,  No.  20,  Ser.  A. 


m.    SOCIALISM. 


Eebby  (W.  J. ,  Rev.).    Le  Socialisme 

aux    ^tats-Unis.      Brussels:    J. 

Goemaere.    8vo.    pp.  244. 
Levi  (G.  G.).    L'  Errore  del  Social- 

ismo,  1  suoi  Mezzi  ed  i  suoi  Osta- 

coli,  il  Bene  che  pub  fare,  ed  il 

Male.         Turin:      Roux.        8vo. 

pp.  590.    5  fr. 
Plattbb    (J.).     Demokratie    und 

Socialismus.      [In    Bibliothek    f. 

Socialwissenschaft]  Leipzig:  G.  H. 

Wigand.    8vo.    pp.289.    4.50  m. 
Yebhaeobn  (Pierre,  avocat).     So- 

cialistes  Anglais.    Ghent:  H.  En- 


gelcke;  Paris:  Larose.  8vo. 
pp.  376.  3.50  f . 
Unsioned.  Reality;  or.  Law  and 
Order  vs.  Anarchy  and  Socialism. 
A  Reply  to  Edward  Bellamy. 
Cleveland :  Burrows  Brothers.  8vo. 
$2.    [Announced.] 


In  PeriodicaU, 

Hyndman  (H.  M.).  Socialism  and 
the  Future  of  England.  Cos- 
mopolis,  Jan. 
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Jattb^  (J.).  Le  Socialisme  Fran- 
^ais.    Cosmopolis,  Jan. 

LiEBKNSCHT  (W.).  "  Zukunft- 
staatliches."    Cosmopolis,  Jan. 

Maixogk  (W.  H.).  The  Theoreti- 
cal Fonndations  of  Socialism:  A 
Reply  to  Mr.  Hyndman.  Cos- 
mopolis,  Feh. 


Wagneb  (A.).  Zur  Kritik  des  80- 
ziallstischen  Zuknnftsstaats.  Cos- 
mopolis,  Feb.,  March. 

WsNCKSTEBir  (A.).  Die  Karl  Marx 
eigenthiimliche  materialistische 
Gteschichtsauffassmignnd  Deutsch- 
land  am  Ende  des  19  Jahrh.  Jahrbw 
Gesetzg.,  22,  Heft  1. 


IV.    LAND. 


CnAxmsQ  (F.  A.,  member  of  the 
Commission  on  Agricultural  De- 
pression). The  Truth  about  Agri- 
cultural Depression:  An  Economic 
Study  of  the  Evidence  of  the 
Royal  Commission.  London  and 
New  York:  Longmans,  Green  <fe 
Co.    8vo.    pp.  404.    $2. 

YEBBIN  rtJR   SOZIALPOLITIK.     Be- 

richte  und  Gutachten  uber  den 
Personalkredit  des  landlichen 
Kleingrundbesitzes  in  Oesterreich. 
[Schriften,  Band  75.]  Leipzig: 
Duncker  <fe  Humblot.  8vo.  pp. 
408.    8.80  m. 

In  PeriodicaU, 

Atkinson  (E.)  and  Powsbs  (L.  G.). 
Farm  Ownership  aud  Tenancy  in 
the  United  States.  Publ.  Amer. 
Statist.  Assoc.,  Dec 


Beab  (W.  E.).  Ideal  Land  Tenure 
and  the  Best  Makeshift  Fort- 
nightly, Jan. 

Hollander  (J.  H.).  Agricultural 
Depression  in  England.  Yale 
Rev.,  Feb. 

KovALEWSKY  (M.).  L' Agriculture 
en  Russie.  Rev.  Int.  de  Sociol., 
Dec. 

Radu  (v.  J.).  La  Situation  Agraire 
en  Rumanie.  Rev.  d'^con.  Pol., 
Dec. ,  Jan. 

Salvioli  (G.).  Le  Lotte  fra  Pas- 
tori  e  Agricoltari  nella  Storia  della 
Civiltk.    Riv.  Ital.  di  Sociol.,  Jan. 

Yalbnti  (G.).  Alcune  Osserva- 
zioni  intomo  alia  Rendita  Fondi- 
aria.    Giom.  degli  Econ.,  Feb. 

Yebney  (Sir  E.).  Agricultural  De- 
pression.    Contemporary,  March. 


Y.    POPULATION,  EMIGRATION,  AND  COLONIES. 


Bbbtillon  (J.).  Le  Probl^me  de 
la  Depopulation.  Paris:  A.  Collin. 
16mo.    pp.  79.    2  fr. 

Hbinb  (M.).  La  Belgique  et  ses 
Grandes  Yilles  au  XIX«  Si^cle: 
La  Population.  Ghent.  8vo. 
pp.  110. 

UssHEB  (R.).  Neo-Malthusianism: 
Enquiry  with  Regard  to  its  Econ- 
omy and  Morality.  London:  Gib- 
bings.    Cr.  8vo.    pp.  336.    6«. 


In  Periodicals. 

DxTMONT  (A.).  Essai  sur  la  Natality 
en  Massachusetts.  Joum.  Soc. 
Statist  de  Paris,  Oct..  Nov. 

Lsbot-Beaulibu  (P.).  L'Exc^ 
dant  Sensible  des  Naissances  sur 
les  Dec^s  en  France  en  1896,  et 
ses  Causes.  L'Econ.  Frang.,  Jan.  1. 

Magnaghten  (R.  £.).  Emigra- 
tion :  A  Plea  for  State  Aid.  Econ. 
Rev.,  Jan. 
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VI.    TRANSPORTATION  AND  EXCHANGE. 


Dboz  (N).  Der  Riickkauf  der  Bchweiz- 
eriflchen  Eisenbahnen.  Basle: 
Georg<&Co.   8vo.    pp.55.    .40m. 

HAcrss  (H.  8.).  American  Rail- 
way Management  Addresses  be- 
fore the  American  Railway  Asso- 
ciation and  Miscellaneous  IPapers. 
New  Tork:  John  Wiley  &  Sons. 
12mo.    pp.  372.    $2.50. 

Ulbioh  (F.).  Staatseisenbahnen, 
Staatswasserstrassen,  nnd  die 
dentsche         Wirthschaftspolitik. 


Leipzig:     Doncker   A   Homblot. 
8yo.    1.00  m. 

In  Periodicals. 

Faiblib  (J.  A.).  The  Economic 
Effects  of  Ship  Canals.  Ann. 
Amer.  Acad.  Pol.  and  Soc  Sci., 
Jan. 

UNSioinBD.  Eine  italienische  Eisen- 
bahnenqu^te  [summary  of  Italian 
report].  Archiv  f.  Eisenb.,  1898, 
Heftl. 


VIL    INTERNATIONAL  TRADE  AND  CUSTOMS  TARIFFS. 


CoGNETn  DB  Mabtds  (S.).  I  due 
Sistemi  della  Politica  Commer- 
ciale.  Saggio:  Parte  2»e3^  [Eng- 
land, United  States,  France,  Italy.] 
Turin:  Unione  Tipografica. 

HOnkchbb  (E.).  Theorie  der  frem- 
den  Wechselkurse.  Leipzig:  Pahl. 
8yo.    8  m.    [Announced.] 

Swank  (J.  M.,  Secretary).  Notes 
and  Comments  on  Industrial,  Eco- 
nomic, Political,  and  Historical 
Subjects.  [Mainly  on  Protection.] 
Philadelphia:  Publ.  by  Amer. 
Iron  and  Steel  Assoc  8to.  pp. 
228.    $2. 


YiBEBT  (P.).  La  Concurrence 
£trang^re:  Les  Industries  Nation- 
ales  (celles  qui  naissent  et  gran- 
dissent,  eel  les  qui  meurent  ou  se 
transforment).  Paris:  Berger- 
Levrault  &  Cie,  8vo.  pp.  587. 
10  fr. 

In  PeriodicaU. 

Halub  (E.  y.).    Die  Seeinteressen 

Deutschlands.     Jahrb. 

22,  Heft  1. 
ViALLATK  (A.).    Le  Nouveau  Tarif 

Am^ricain,    the    Dingley    Tariff. 

Joum.  des  £con.,  Jan. 


VIII.    MONEY,  BANKING,  CREDIT,  AND  PRICES. 


BsLMONT  (P.).  Republican  Respon- 
sibility for  Present  Currency  Perils. 
New  York:  G.  P.  Putnam's  Sons. 
12mo.    pp.  90.    50  cts. 

Bbough  (William).  Open  Mints 
and  Free  Banking.  New  York: 
G.  P.  Putnam's  Sons.    8vo.  $1.26. 

Clews  (Henry).  Finance  and  Poli- 
tics. Boston:  Lamson,  Wolffe  <fc 
Co.    8yo.    $8.    [Announced.] 

Dabwin  (Leonard).  Bimetallism: 
A  Smnmary  and  Examination  of 
the  Arguments  for  and  against 
a   Bimetallic    System.     London: 


Murray.  New  York:  D.  Apple- 
ton  &  Co.    8to.    pp.  350.    $2.50. 

GiLMAN  (T.).  A  Graded  Banking 
System,  by  .  .  .  Incorporation  c3 
Clearing-houses  to  issue  a  Clearing- 
house Currency.  Boston:  Hough- 
ton, Mifflin  A  Co.  8vo.  pp.  238. 
vl» 

HsLFFSBiOH  (K).  Die  Reform  des 
deutschen  Geldwesens  nach  der 
Griindung  des  Reiches.  Leipzig: 
Duncker  &  Humblot  8yo.  10  m. 
[Announced.] 

KAMMBBEB  (6.  H.).     Relchsbauk 
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tind  Gkldumlaof.  Berlin:  Putt- 
kammer&Miihlbrecht.  8to.  pp. 
88.    2in. 

Kerb  (A.  W.).  Scottish  Banking 
during  the  Period  of  Published 
Accounts,  1865-06.  London:  E. 
Wilson.    8vo.    pp.  184.    5«. 

LuTTGEW  (F.  W.).  A  Sound, 
Honest,  True,  and  Stable  Honey. 
[Silver  Coinage  at  market  ratio.] 
New  York:  the  Author.  8vo. 
pp.152.    $2.60. 

Notes  (A.  D.).  Thirty  Years  of 
American  Finance:  A  Short  Fi- 
nancial History  of  the  United 
States,  1865-96.  New  York :  G.  P. 
Putnam's  Sons.  8yo.  pp.  255. 
$1.25. 

BuBSELL  (H.  B.).  International 
Monetary  Conferences .  .  .  with  a 
Study  of  the  Conditions  in  Europe 
and  America  during  Intervening 
Periods  [1867-1898].  New  York 
Harper's.    8vo.    pp.  477.    $2.50. 

WALTEMAtH  (W.  K.).  Die  Ur- 
sachen  der  niedrigen  Preise  unserer 
Zeit  und  der  BimetalUsmus.  Ber- 
lin: Puttkammer  &  Muhlbrecht 
8to.    pp.  101.    1.20  m. 

In  PeriodieaU. 

Arnbt  (P.).  Die  Kaufkraft  der 
Rupie.  Ein  Beitrag  zum  Kampf 
um  die  Walirung.  Zeitschr.  Ges. 
Staatsw.,  53.  Heft  1,  2. 

Cablislb  (W.  W.).  The  Quantita- 
tive Theory  of  Money.  Econ. 
Rev.,  Jan. 

FiAMUfQO  (G.  M.).  Prevailing 
Theories  in  Europe  as  to  the  In- 
fluence of  Money  on  International 
Trade.    Yale  Rev.,  Feb. 


Francois  (G.).  Les  Chambres  de 
Compensation  et  les  Caisses  de 
Liquidation.  Bulletin  de  PInst. 
Int.  de  Statist,  X.,  livr.  2. 

Hamilton  (J.  H.).  The  Relation 
of  Postal  Savings-banks  to  Com- 
mercial Banks.  Ann.  Amer. 
Acad,  of  Pol.  and  Soc.  Sci.,  Jan. 

Johnson  (J.  F.).  Proposed  Reforms 
in  the  Monetary  System.  Ann. 
Amer.  Acad.  PoL  and  Soc  Sci.^ 
March. 

Lexis  (W.).  Bie  Internationale  Be- 
wegung  der  Edelmetalle  in  den 
letzten  zehn  Jahren  [statistical 
note].  Jahrb.  Nat  Oek.,  15, 
Heft  2. 

LoTZ  (W.).  Ber  Streit  um  die 
Yerstaatlichung  der  Reichsbank. 
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A  BILL  FOR  THE  ESTABLISHMENT  OF  A  SWISS 
FEDERAL  BANK  OF  ISSUE  (18  JUNE,  1896). 

I.    General  Provisions. 

Article  1.  Under  the  name  '*  Schweizerische  Bandesbank^ 
Banqae  de  la  Confederation  Saisse,  Banoa  della  Confederazione 
Svizzera,"  the  Confederation  establiBhes  a  State  Bank  under  sepa- 
rate administration,  endowed  with  the  rights  of  a  legal  person.  The 
Bank  shall  have  the  exclusive  right  to  the  issue  of  bank-notes.  The 
main  object  of  the  Bank  shall  be  to  regulate  the  circulation  of  money 
in  the  country  and  to  facilitate  payments.  It  shall  further  under- 
take without  compensation  the  care  of  the  finances  of  the  Confed- 
eration, so  far  as  they  may  be  intrusted  to  it. 

Art.  2.  The  Confederation  guarantees  all  obligations  of  the 
Bank  so  far  as  the  assets  of  the  Bank  may  not  suffice  to  meet  them. 

Art.  8.  The  main  seat  of  the  Bank  shall  be  in  Bern.  With  the 
consent  of  the  goyemments  of  the  several  Cantons,  to  which  no  con- 
ditions may  be  attached,  it  shall  have  the  right  to  establish  branches 
and  agencies  at  any  place  in  Switzerland.  It  is  authorized  to  ac- 
quire by  purchase  existing  banks  of  appropriate  scope,  and  may  con- 
tinue them  as  branch  banks,  after  liquidation  of  such  operations  as 
may  not  be  appropriate.  Each  Canton  is  entitled  to  the  establish- 
ment of  a  branch  or  agency  of  the  Bank  in  its  territory.  In  the 
establishment  of  agencies  regard  shall  be  had  in  the  first  instance  to 
the  already  existing  Cantonal  banks  and  banks  in  whose  adminis- 
tration the  Cantons  have  a  share. 

Art.*4.  The  capital  of  the  Bank  shall  be  25,000,000  francs,  di- 
yided  into  shares  of  10,000  francs  each.  It  shall  be  paid  in  on  the 
day  when  operations  begin.  It  may  be  increased  by  vote  of  the 
Federal  Assembly  to  50,000,000  francs. 

Two-fifths  of  the  capital  may  be  subscribed  to  by  the  Cantons; 
three-fifths,  and  as  much  more  as  the  Cantons  may  not  take  up,  shall 
be  provided  by  the  Confederation.  The  Confederation  shall  secure 
the  funds  for  its  subscription  by  the  issue  of  debentures  not  redeem- 
able by  the  creditors. 
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The  apportionment  among  the  Cantons  shall  be  so  made  that  each 
Canton  shall  be  entitled  to  at  least  ten  shares  each,  half-cantons  to  at 
least  fiye  shares.  The  remainder  shall  then  be  apportioned  on  the  basis 
of  population.  The  Cantons  shall  not  be  required  to  take  shares, 
and,  if  they  do  so,  shall  assume  no  liability  beyond  the  amount  sub- 
scribed for.  The  shares  shall  be  issued  in  the  name  of  the  Confed- 
eration and  of  the  Cantons.  They  may  be  transferred  to  administra- 
tiye  organs  or  to  public  funds  of  the  Confederation,  and,  with  the 
consent  of  the  Federal  Council,  to  those  of  the  Cantons.  They  may 
not  be  transferred  to  priyate  persons. 

Abt.  5.  The  Bank  and  its  branches  may  not  be  taxed  in  the  Can- 
tons. 

It  is  reserved  to  the  legislation  of  seyeral  of  the  Cantons  to  impose 
stamp  taxes  on  bills  [  WechseV]^  checks,  and  other  obligations.  Only 
documents  [Akte]  issued  by  the  Federal  Bank,  including  receipts 
given  by  it,  are  exempt  from  such  taxes. 

n.  Operations  of  the  Federal  Bank. 

Art.  6.  The  Federal  Bank  shall  be  limited  to  the  business  of  a 
pure  bank  of  issue,  deposit,  and  discount.  As  such,  it  shall  be  en- 
titled to  undertake  the  following  operations,  and  these  only : — 

1.  The  discount  of  bills  on  Switzerland  haying  not  more  than  three 
months  to  run,  and  haying  the  signatures  of  at  least  two  persons  of 
known  solvency. 

2.  The  sale  and  purchase  of  foreign  bills,  haying  not  more  than 
three  months  to  run,  and  haying  the  signatures  of  at  least  two  per- 
sons of  known  solvency. 

8.  Loans  at  interest  on  the  pledge  of  securities  for  a  period  of 
not  more  than  three  months.    Shares  shall  not  be  accepted  in  pledge. 

4.  The  purchase  of  interest-bearing  eyidences  of  debt  issued  by  the 
Confederation,  the  Cantons,  or  foreign  States,  payable  to  bearer  and 
of  easy  realization,  but  only  for  the  purpose  of  temporary  inyest- 
ment 

5.  The  acceptance  of  deposits  with  or  without  payment  of  interest. 

6.  The  purchase  and  sale  of  the  precious  metals  for  account  of  the 
Bank  or  for  others,  and  loans  secured  by  their  deposit. 

7.  The  issue  of  gold  and  silver  certificates  in  accordance  with  reg- 
ulations to  be  issued  for  the  purpose. 

8.  Check,  draft,  and  collection  [Ifikasso]  operations. 

9.  The  acceptance  for  safe  keeping  and  management  of  securities 
and  valuables. 

Art.  7.    The  Federal  Bank  shall  be  obliged :  (1),  wherever  it  has 
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agents,  to  reoeire  payment  without  charge  on  behalf  of  the  Confed- 
eration and  of  its  administrative  organs,  and  similarly  to  make  pay* 
ments  np  to  the  amount  standing  to  the  credit  of  the  Confederation ; 
(2)  to  accept  for  safe  keeping  or  management,  without  charge,  secu- 
rities belonging  to  the  Confederation  and  under  its  administration. 

in.      IsSnS   AND  RSDSMPTION  OF   BaNK-NOTES,   AND   SECURITY 
FOB  THEM. 

Art.  8.  The  Federal  Bank  shall  have  the  right  to  issue  notes 
according  to  the  needs  of  trade,  within  a  maximum  limit  to  be  fixed 
by  the  Federal  Legislature.  The  manufacture,  retirement,  and  de- 
struction of  the  notes,  shall  take  place  under  the  supervision  of  the 
Federal  Department  of  Finance. 

Art.  9.  The  notes  shall  be  issued  in  denominations  of  50,  100, 
500,  and  1,000  francs.  In  extraordinary  cases  the  federal  legislature 
may  authorize  temporarily  the  issue  of  notes  in  spaaller  denomina- 
tions. 

Art.  10.  The  total  amount  of  notes  outstanding  shall  be  covered 
by  cash  or  by  gold  bullion  reckoned  at  its  market  value  or  by  for- 
eign gold  coins  or  by  bills  on  Switzerland  or  on  foreign  countries. 
The  reserve  in  specie  shall  be  at  least  one-third  of  the  notes  in  cir- 
culation. 

Art.  11.  The  Bank  shall  further  be  pledged  at  all  times  to  cover 
all  debts  due  on  short  time  by  bills  on  Switzerland  or  on  foreign 
countries  or  by  cash  or  gold  bullion.  Debts  due  within  ten  days 
shall  be  reckoned  for  the  purposes  of  this  article  as  due  on  short  time. 

Art.  12.  The  Federal  Bank  shall  redeem  its  notes  at  par  in  legal 
tender  money  (a)  at  its  main  office  in  Bern  in  any  amount  on  de- 
mand, (5)  at  its  branch  offices  and  agencies  so  far  as  their  cash  on 
hand  and  cash  requirements  may  permit,  but  in  any  case  within 
such  period  as  may  be  necessary  to  procure  the  needed  cash  from  the 
main  office. 

At  the  branch  offices  and  agencies  the  redemption  services  shall  be 
organized  with  due  regard  to  the  needs  of  the  respective  localities. 

Art.  18.  The  Federal  Bank  shall  at  all  times  receive  its  notes 
both  at  the  main  office  and  at  branches  at  par  in  payment  of  debts 
and  for  the  establishment  of  credits  [Ouihaben],  The  treasury  offices 
of  the  Confederation  shall  also  receive  the  notes  of  the  Bank  at  par 
in  all  payments.  No  further  obligation  for  the  acceptance  of  the 
notes  shall  be  established  except  under  necessity  in  times  of  war. 

Art.  14.  Damaged  notes  shall  be  accepted  by  the  Federal  Bank 
at  par,  provided  the  bearer  produces  more  than  one-half  of  the  note, 
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or,  in  case  of  presentation  of  less  than  half,  proves  the  destrnotion  of 
the  remaining  part.  The  Bank  shall  not  be  obliged  to  make  com- 
pensation for  notes  lost  or  destroyed. 

Art.  15.  Worn  and  damaged  notes  may  not  be  reissued  by  the 
Bank  or  by  its  agencies.  | 

Art.  16.  All  controversies  at  law  arising  in  connection  with  the 
issne  of  notes  shall  be  subject  to  the  jorisdiction  of  the  federal 
courts. 

IV.    Accounts,  Profits,  Surplus,  Publicity. 

Art.  17.  The  accounts  of  the  Bank  shall  be  approved  by  the 
Federal  Assembly.  They  shall  close  with  each  calendar  year.  The 
balance  sheet  shall  be  made  up  on  the  principles  of  Article  656  of  the 
Code  of  Contracts. 

Art.  18.  Of  the  net  profits  shown  by  the  statement  of  profit  and 
loss,  25  per  cent  shall  first  be  carried  to  surplus.  Out  of  the  excess, 
interest  at  the  rate  of  3  1-2  per  cent,  shall  be  paid  on  capital.  If  the 
excess  does  not  suffice  to  yield  3  1-2  per  cent,  the  deficit  shall  be  made 
up  from  the  surplus  fund.  The  remainder  of  the  net  profits  shall  be 
divided  among  the  Cantons.  The  distribution  among  the  Cantons 
shall  be  in  proportion  to  population,  as  given  in  the  last  preceding 
federal  census. 

Art.  19.  The  surplus  fund  shall  be  invested  in  domestic  or  for- 
eign public  securities.  In  the  annual  accounts,  interest  on  the  sur- 
plus fund  shall  be  no  charge  against  the  profits. 

Art.  20.  The  surplus  shall  be  the  property  of  the  Bank.  It  may 
be  applied  only  to  cover  impairments  of  capital,  and  to  complete  the 
dividend  on  capital  at  8  1-2  per  cent,  as  provided  in  Article  18. 

Art.  21.  The  Bank  shall  publish  from  time  to  time  the  rate  at 
which  it  will  make  loans  and  discounts.  It  shall  publish  each  week 
a  statement  of  its  assets  and  liabilities,  and  each  year  a  general  bal- 
ance sheet. 

v.    Administrative  Organs. 

Art.  22.  The  organs  of  the  Federal  Bank  shall  be :  (a)  for 
supervision  and  control,  the  Bank  Council  and  the  Local  Committees ; 
(6)  for  administration,  the  Directorate  and  the  Local  Directors. 

Art.  28.  Supervision  and  control  shall  be  exercised  by  a  Bank 
Council  consisting  of  twenty-five  members  elected  for  a  term  of  four 
years.  Fifteen  members  shall  be  chosen  by  the  Federal  Council,  and 
ten  by  the  Cantons.  In  the  selection  of  members  due  regard  shall  be 
had  to  the  several  commercial  centres  and  districts  of  Switzerland. 
Yacanoies  shall  be  filled  for  the  remainders  of  the  terms. 
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Art.  24.  The  Preeident  and  Vice-President  of  the  Bank  Council 
shall  first  be  named  by  the  Federal  Council ;  thereupon  the  Cantons 
shall  elect  ten  members;  thereafter  the  Federal  Council  shall  elect 
the  remaining  thirteen  members. 

Art.  25.  [Regulates  the  mode  of  election  of  members  of  the  Bank 
Council  on  the  part  of  the  Cantons.] 

Art.  26.  The  more  immediate  supervision  and  control  shall  be 
exercised  by  a  committee  consisting  of  five  members  of  the  Bank 
Council,  elected  for  the  period  of  four  years.  This  committee  shall 
consist  of  the  President,  the  Vice-President,  and  three  other  members 
to  be  appointed  by  the  Bank  Council. 

Art.  27.  The  Bank  CouncU  shall  hold  meetings  at  least  once  a 
quarter.  It  can  be  convened  for  extra  meetings  at  the  call  of  the 
President  or  at  the  demand  of  seven  members.  [Further  regulations 
follow  as  to  the  meetings  of  the  Bank  Council.] 

Art.  28.  Supervision  of  the  branches  shall  be  exercised  by  Local 
Committees.  These  shall  consist  of  not  less  than  five  nor  more  than 
ten  persons,  to  be  chosen  by  the  Bank  Council  for  a  period  of  four 
years,  by  preference  from  among  reputable  merchants  and  business 
men  of  the  locality.  Members  of  the  Bank  Council  residing  in  the 
locality  are  eligible  to  membership.  From  among  the  members  the 
Bank  Council  shall  designate  a  Chairman  and  VIce-Chairman.  The 
Local  Committees  shall  meet  as  often  as  occasion  shall  require,  and  a 
majority  of  their  members  shall  constitute  a  quorum. 

Art.  29.  The  Directorate  shall  be  the  administrative  and  execu- 
tive body,  and  shall  carry  out  the  objects  of  the  Bank  within  the 
limits  set  by  the  laws  and  by-laws.  It  shall  represent  the  Bank  in 
foreign  countries.  It  shall  be  the  superior  authority  for  all  officials 
and  employees  of  the  central  administration  as  well  as  of  the  Local 
Directors.  The  Directorate  shall  consist  of  not  less  than  three  nor 
more  than  five  members,  who  shall  reside  permanently  at  the  main 
office  of  the  Bank.  The  members  are  appointed  by  the  Federal 
Council  for  a  period  of  six  years,  upon  nomination  made,  subject  to 
no  restriction,  by  the  Bank  Council.  The  Federal  Council  shall  elect 
from  among  the  members  of  the  Directorate  the  President  and  Vice- 
President. 

Art.  30.  The  Local  Directors  shall  be  at  least  two  in  number, 
appointed  for  a  period  of  four  years  upon  nomination,  subject  to  no 
restriction,  by  the  Bank  Council.  They  shall  undertake  the  respon- 
sible administration  of  the  branches  in  accord  with  the  instructions 
issued  by  the  Directorate  and  with  the  general  by-laws.  They  are 
the  immediate  superiors  of  the  officials  and  employees  in  their  re- 
spective branches. 
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Art.  31.  (a)  A  member  of  the  Federal  Assembly  may  Dot  be  a 
member  of  the  Bank  Council,  of  the  Directorate,  or  of  the  Local  Di- 
rectors. Qi)  A  member  of  the  Bank  Council  may  not  be  a  member 
of  the  Directorate  or  one  of  the  Local  Directors. 

Art.  32.  Officials  and  employees  at  the  main  office  of  the  Bank 
shall  be  appointed  by  the  Directorate.  Other  officials  and  employees 
shall  be  elected  by  the  Bank  Council  on  nomination  by  the  Local 
Directors  and  approval  by  the  Directorate. 

Art.  33-38.  [Provisions  as  to  the  eligibility  and  legal  status  of 
the  different  officers.  Obligatory  secrecy  as  to  business  operations. 
Salaries  of  officers.     Taniihnes  prohibited.] 

YL    Supervision  by  the  Federal  Assembly. 

Art.  39.  The  Federal  Assembly  shall  exercise  general  supervi- 
sion over  the  Bank.  For  this  purpose  each  House  shall  appoint  Aud- 
iting Committees  of  not  less  than  five  nor  more  than  seven  members, 
to  be  appointed  for  a  term  of  three  years  identical  with  the  term  of 
the  legislature.  The  two  committees  shall  unite  for  the  auditing 
and  approval  of  the  annual  balance  sheet  and  report,  and  for  the 
consideration  of  regulations  to  be  made  or  approved  by  the  legis- 
lature. For  other  purposes  the  committees  shall  act  in  accord  with 
the  general  laws  regulating  the  transaction  of  business  on  the  part 
of  the  two  Houses.  The  committees,  or  their  representatives  duly 
appointed  for  the  purpose,  shall  have  at  all  times  unlimited  access  to 
all  the  books  and  operations  of  the  Bank,  subject  to  the  require- 
ments as  to  secrecy  made  in  Article  34. 

Vn.    Penalties. 

Art.  4047.  [Penalties  for  counterfeiting  or  raising  notes,  manu- 
facturing plates,  illegal  issue  of  notes.] 

VnL    Transitional  Provisions. 

Art.  48-50.  [Provisional  elections  for  Bank  Council  and  Director- 
ate, and  provisional  action  by  them.  The  Bank  to  open  when  all 
the  capitid  has  been  paid  in,  and  the  main  office  and  four  branches 
organized.] 

Art.  51.  After  the  date  of  the  acceptance  of  this  act  the  Federal 
Council  shall  be  authorized  to  refuse  permission  for  the  reissue  of 
notes  by  existing  banks  of  issue  or  for  an  increase  of  their  issues. 

Art.  52.    Within  a  period  not  exceeding  two  and  a  half  years 
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after  the  opening  of  the  Federal  Bank  for  bufliness,  old  notes  shall 
be  retired.  Each  bank  of  issue  shall  retire  at  the  close  of  each  quar- 
ter at  least  one-tenth  of  its  outstanding  notes,  or  shall  deliver  in  cash 
such  sums  as  may  not  have  been  so  retired.  If  more  than  one-tenth 
of  the  issue  Ib  retired  in  any  quarter,  the  excess  may  be  carried  over 
to  later  quarters.  The  notes  retired  and  to  be  destroyed  shall  be 
delivered  to  the  Federal  Controlling  oflSoe.  Sums  to  be  paid  in  cash 
shall  be  delivered  to  the  Federal  Bank. 

Art.  68.  With  the  last  instalment  each  bank  of  issue  shall  hand 
to  the  Federal  Bank  a  detailed  statement  of  the  notes  still  outstand- 
ing. The  Federal  Bank  shall  undertake  the  payment  of  such  notes 
during  a  period  of  thirty  years  from  the  date  mentioued,  and  shall 
destroy  tbem  after  payment.  At  the  close  of  this  period  the  amount 
of  any  notes  not  presented  for  payment  shall  be  credited  to  the 
Swiss  Pension  Fund.  For  any  banks  which  shall  deliver  to  the  Fed- 
eral Bank  before  the  lapse  of  the  two  and  a  half  years  the  amount  of 
their  outstanding  notes,  the  Federal  Bank  shall  undertake  the  im- 
mediate and  unconditional  payment  of  their  notes. 

Art.  54-56.  [Further  provisions  as  to  the  period  of  transition  and 
as  to  the  final  taking  effect  of  the  act.] 
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WHY  IS  ECONOMICS  NOT  AN  EVOLUTIONARY 
SCIENCE? 

M.  G.  DB  Lapougb  recently  said,  "Anthropology  is 
destined  to  revolutionize  the  political  and  the  social 
sciences  as  radically  as  bacteriology  has  revolutionized 
the  science  of  medicine."  *  In  so  far  as  he  speaks  of 
economics,  the  eminent  anthropologist  is  not  alone  in  his 
conviction  that  the  science  stands  in  need  of  rehabilita- 
tion. His  words  convey  a  rebuke  and  an  admonition,  and 
in  both  respects  he  speaks  the  sense  of  many  scientists  in 
his  own  and  related  lines  of  inquiry.  It  may  be  taken  as 
the  consensus  of  those  men  who  are  doing  the  serious 
work  of  modern  anthropology,  ethnology,  and  psychology, 
as  well  as  of  those  in  the  biological  sciences  proper,  that 
economics  is  helplessly  behind  the  times,  and  unable  to 
handle  its  subject-matter  in  a  way  to  entitle  it  to  standing 
as  a  modern  science.     The  other  political  and  social  sci- 

*  *'  The  Fundamental  Laws  of  Anthropo-sociology/'  Journal  qf  PoUiieal 
Economy ,  December,  1807,  p.  54.  The  same  paper,  in  snbetance,  appears  in 
the  Riuista  Italiana  di  Sodologia  for  Norember,  1897. 
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ences  come  in  for  their  share  of  this  obloquy,  and  perhaps 
on  equally  cogent  grounds.  Nor  are  the  economists  them- 
selves buoyantly  indifferent  to  the  rebuke.  Probably  no 
economist  to-day  has  either  the  hardihood  or  the  inclina- 
tion to  say  that  the  science  has  now  reached  a  definitive 
formulation,  either  in  the  detail  of  results  or  as  regards 
the  fundamental  features  of  theory.  The  nearest  recent 
approach  to  such  a  position  on  the  part  of  an  economist  of 
accredited  standing  is  perhaps  to  be  found  in  Professor 
Marshall's  Cambridge  address  of  a  year  and  a  half  ago.* 
But  these  utterances  are  so  far  from  the  jaunty  confidence 
shown  by  the  classical  economists  of  half  a  century  ago 
that  what  most  forcibly  strikes  the  reader  of  Professor 
Marshall's  address  is  the  exceeding  modesty  and  the  un- 
called-for humility  of  the  spokesman  for  the  "  old  genera- 
tion." With  the  economists  who  are  most  attentively 
looked  to  for  guidance,  uncertainty  as  to  the  definitive 
value  of  what  has  been  and  is  being  done,  and  as  to  what 
we  may,  with  effect,  take  to  next,  is  so  common  as  to  sug- 
gest that  indecision  is  a  meritorious  work.  Even  the  His- 
torical School,  who  made  their  innovation  with  so  much 
of  home-grown  applause  some  time  back,  have  been  un- 
able to  settle  down  contentedly  to  the  pace  which  they  set 
themselves. 

The  men  of  the  sciences  that  are  proud  to  own  them- 
selves "  modern  "  find  fault  with  the  economists  for  being 
still  content  to  occupy  themselves  with  repairing  a  struct- 
ure and  doctrines  and  maxims  resting  on  natural  rights, 
utilitarianism,  and  administrative  expediency.  This  asper- 
sion is  not  altogether  merited,  but  is  near  enough  to  the 
mark  to  carry  a  sting.  These  modern  sciences  are  evolu- 
tionary sciences,  and  their  adepts  contemplate  that  charac- 
teristic of  their  work  with  some  complacency.  Economics 
is  not  an  evolutionary  science  —  by  the  confession  of  its 

*  *^  The  Old  Generation  of  EeonomiBts  and  the  New,"  in  this  Jonmal  for 
Jannary,  1897,  p.  133. 
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spokesman ;  and  the  economists  turn  their  eyes  with  some- 
thing of  envy  and  some  sense  of  baffled  emulation  to 
these  rivals  that  make  broad  their  phylacteries  with  the 
legend,  "  Up  to  date." 

Precisely  wherein  the  social  and  political  sciences,  in- 
cluding economics,  fall  short  of  being  evolutionary  sciences, 
is  not  so  plain.  At  least,  it  has  not  been  satisfactorily 
pointed  out  by  their  critics.  Their  successful  rivals  in 
'  this  matter  —  the  sciences  that  deal  with  human  nature 
among  the  rest  —  claim  as  their  substantial  distinction 
that  they  are  realistic :  they  deal  with  facts.  But  eco- 
nomics, too,  is  realistic  in  this  sense :  it  deals  with  facts, 
often  in  the  most  painstaking  way,  and  latterly  with  an 
increasingly  strenuous  insistence  on  the  sole  efficacy  of 
data.  But  this  ^^  realism  "  does  not  make  economics  an 
evolutionary  science.  The  insistence  on  data  could 
scarcely  be  carried  to  a  higher  pitch  than  it  was  carried 
by  the  first  generation  of  the  Historical  School ;  and  yet 
no  economics  is  farther  from  being  an  evolutionary  science 
than  the  received  economics  of  the  Historical  School. 
The  whole  broad  range  of  erudition  and  research  that  en- 
gaged the  energies  of  that  school  commonly  falls  short  of 
being  science,  in  that,  when  consistent,  they  have  con- 
tented themselves  with  an  enumeration  of  data  and  a 
narrative  account  of  industrial  development,  and  have  not 
presumed  to  offer  a  theory  of  anything  or  to  elaborate  their 
results  into  a  consistent  body  of  knowledge. 

Any  evolutionary  science,  on  the  other  hand,  is  a  close- 
knit  body  of  theory.  It  is  a  theory  of  a  process,  of  an 
unfolding  sequence.  But  here,  again,  economics  seems  to 
meet  the  test  in  a  fair  measure,  without  satisfying  its  crit- 
ics that  its  credentials  are  good.  It  must  be  admitted, 
e.ff,^  that  J.  S.  Mill's  doctrines  of  production,  distribution, 
and  exchange,  are  a  theory  of  certain  economic  processes, 
and  that  he  deals  in  a  consistent  and  effective  fashion  with 
the  sequences  of  fact  that  make  up  his  subject-matter.    So, 
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also,  Cairnes'fl  discussion  of  normal  value,  of  the  rate  of 
wages,  and  of  international  trade,  are  excellent  instances 
of  a  theoretical  handling  of  economic  processes  of  sequence 
and  the  orderly  unfolding  development  of  fact.  But  an 
attempt  to  cite  Mill  and  Cairnes  as  exponents  of  an  evolu- 
tionary economics  will  produce  no  better  effect  than  per- 
plexity, and  not  a  great  deal  of  that.  Very  much  of 
monetary  theory  might  be  cited  to  the  same  purpose  and 
with  the  like  effect.  Something  similar  is  true  even  of 
late  writers  who  have  avowed  some  penchant  for  the 
evolutionary  point  of  view ;  as,  c.^.,  Professor  Hadley, — 
to  cite  a  work  of  unquestioned  merit  and  unusual  reach. 
Measurably,  he  keeps  the  word  of  promise  to  the  ear ;  but 
any  one  who  may  cite  his  Economics  as  having  brought 
political  economy  into  line  as  an  evolutionary  science  will 
convince  neither  himself  nor  his  interlocutor.  Something 
to  the  like  effect  may  fairly  be  said  of  the  published  work 
of  that  later  English  strain  of  economists  represented  by 
Professors  Cunningham  and  Ashley,  and  Mr.  Cannan,  to 
name  but  a  few  of  the  more  eminent  figures  in  the  group. 

Of  the  achievements  of  the  classical  economists,  recent 
and  living,  the  science  may  justly  be  proud ;  but  they  fall 
short  of  the  evolutionist's  standard  of  adequacy,  not  in 
failing  to  offer  a  theory  of  a  process  or  of  a  developmental 
relation,  but  through  conceiving  their  theory  in  terms 
alien  to  the  evolutionist's  habits  of  thought.  The  differ- 
ence between  the  evolutionary  and  the  pre-evolutionary 
sciences  lies  not  in  the  insistence  on  facts.  There  was  a 
great  and  fruitful  activity  in  the  natural  sciences  in  col- 
lecting and  collating  facts  before  these  sciences  took  on 
the  character  which  marks  them  as  evolutionary.  Nor 
does  the  difference  lie  in  the  absence  of  efforts  to  formu- 
late and  explain  schemes  of  process,  sequence,  growth, 
and  development  in  the  pre-evolutionary  days.  Efforts  of 
this  kind  abounded,  in  number  and  diversity ;  and  many 
schemes  of  development,  of  great  subtlety  and  beauty. 
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gained  a  vogue  both  as  theories  of  organic  and  inorganic 
development  and  as  schemes  of  the  life  history  of  nations 
and  societies.  It  will  not  even  hold  true  that  our  elders 
overlooked  the  presence  of  cause  and  effect  in  formulating 
their  theories  and  reducing  their  data  to  a  body  of  knowl- 
edge. But  the  terms  which  were  accepted  as  the  defini- 
tive terms  of  knowledge  were  in  some  degree  different  in 
the  early  days  from  what  they  are  now.  The  terms  of 
thought  in  which  the  investigators  of  some  two  or  three 
generations  back  definitively  formulated  their  knowledge 
of  facts,  in  their  last  analyses,  were  different  in  kind  from 
the  terms  in  which  the  modern  evolutionist  is  content  to 
formulate  his  results.  The  analysis  does  not  run  back  to 
the  same  ground,  or  appeal  to  the  same  standard  of  final- 
ity or  adequacy,  in  the  one  case  as  in  the  other. 

The  difference  is  a  difference  of  spiritual  attitude  or 
point  of  view  in  the  two  contrasted  generations  of  scien- 
tists. To  put  the  matter  in  other  words,  it  is  a  difference 
in  the  basis  of  valuation  of  the  facts  for  the  scientific  pur- 
pose, or  in  the  interest  from  which  the  facts  are  appre- 
ciated. With  the  earlier  as  with  the  later  generation 
the  basis  of  valuation  of  the  facts  handled  is,  in  matters  of 
detail,  the  causal  relation  which  is  apprehended  to  subsist 
between  them.  This  is  true  to  the  greatest  extent  for  the 
natural  sciences.  But  in  their  handling  of  the  more  com- 
prehensive schemes  of  sequence  and  relation  —  in  their 
definitive  formulation  of  the  results  —  the  two  generations 
differ.  The  modern  scientist  is  unwilling  to  depart  from 
the  test  of  causal  relation  or  quantitative  sequence. 
When  he  asks  the  question.  Why?  he  insists  on  an  an- 
swer in  terms  of  cause  and  effect.  He  wants  to  reduce 
his  solution  of  all  problems  to  terms  of  the  conservation  of 
energy  or  the  persistence  of  quantity.  This  is  his  last 
recourse.  And  this  last  recourse  has  in  our  time  been 
made  available  for  the  handling  of  schemes  of  develop- 
ment and    theories  of  a  comprehensive  process   by  the 
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notion  of  a  cumulative  causation.  The  great  deserts  of 
the  evolutionist  leaders  —  if  they  have  great  deserts  as 
leaders  —  lie,  on  the  one  hand,  in  their  refusal  to  go  back 
of  the  colorless  sequence  of  phenomena  and  seek  higher 
ground  for  their  ultimate  syntheses,  and,  on  the  other 
hand,  in  their  having  shown  how  this  colorless  impersonal 
sequence  of  cause  and  effect  can  be  made  use  of  for  theory 
proper,  by  virtue  of  its  cumulative  character. 

For  the  earlier  natural  scientists,  as  for  the  classical 
economists,  this  ground  of  cause  and  effect  is  not  defini- 
tive. Their  sense  of  truth  and  substantiality  is  not  satis- 
fied with  a  formulation  of  mechanical  sequence.  The 
ultimate  term  in  their  systematization  of  knowledge  is  a 
^^  natural  law."  This  natural  law  is  felt  to  exercise  some 
soi*t  of  a  coercive  surveillance  over  the  sequence  of  events, 
and  to  give  a  spiritual  stability  and  consistence  to  the 
causal  relation  at  any  given  juncture.  To  meet  the  high 
classical  requirement,  a  sequence  —  and  a  developmental 
process  especially  —  must  be  apprehended  in  terms  of  a 
consistent  propensity  tending  to  some  spiritually  legiti- 
mate end.  When  facts  and  events  have  been  reduced  to 
these  terms  of  fundamental  truth  and  have  been  made  to 
square  with  the  requirements  of  definitive  normality,  the 
investigator  rests  content.  Any  causal  sequence  which  is 
apprehended  to  traverse  the  imputed  propensity  in  events 
is  a  "  disturbing  factor."  Logical  congruity  with  the  ap- 
prehended propensity  is,  in  this  view,  adequate  ground 
of  procedure  in  building  up  a  scheme  of  knowledge  or  of 
development.  The  objective  point  of  the  efforts  of  the 
scientists  working  under  the  guidance  of  this  classical 
tradition,  is  to  formulate  knowledge  in  terms  of  absolute 
truth;  and  this  absolute  truth  is  a  spiritual  fact.  It 
means  a  coincidence  of  facts  with  the  deliverances  of  an 
enlightened  and  deliberate  common  sense. 

The  development  and  the  attenuation  of  this  preconcep- 
tion of  normality  or  of  a  propensity  in  events  might  be 
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traced  in  detail  from  primitive  animism  down  through  the 
elaborate  discipline  of  faith  and  metaphysics,  overruling 
Providence,  order  of  nature,  natural  rights,  natural  law, 
underlying  principles.  But  all  that  may  be  necessary 
here  is  to  point  out  that,  by  descent  and  by  psychological 
content,  this  constraining  normality  is  of  a  spiritual  kind. 
It  is  for  the  scientific  purpose  an  imputation  of  spiritual 
coherence  to  the  facts  dealt  with.  The  question  of  inter- 
est is  how  this  preconception  of  normality  has  fared  at  the 
hands  of  modern  science,  and  how  it  has  come  to  be  super- 
seded in  the  intellectual  primacy  by  the  latter-day  pre- 
conception of  a  non-spiritual  sequence.  This  question  is 
of  interest  because  its  answer  may  throw  light  on  the 
question  as  to  what  chance  there  is  for  the  indefinite  per- 
sistence of  this  archaic  habit  of  thought  in  the  methods 
of  economic  science. 

Under  primitive  conditions,  men  stand  in  immediate 
personal  contact  with  the  material  facts  of  the  environ- 
ment; and  the  force  and  discretion  of  the  individual  in 
shaping  the  facts  of  the  environment  count  obviously,  and 
to  all  appearance  solely,  in  working  out  the  conditions  of 
life.  There  is  little  of  impersonal  or  mechanical  sequence 
visible  to  primitive  men  in  their  every-day  life ;  and  what 
there  is  of  this  kind  in  the  processes  of  brute  nature  about 
them  is  in  large  part  inexplicable  and  passes  for  inscrut- 
able. It  is  accepted  as  malignant  or  beneficent,  and  is 
construed  in  the  terms  of  personality  that  are  familiar  to 
all  men  at  first  hand, —  the  terms  known  to  all  men  by 
first-hand  knowledge  of  their  own  acts.  The  inscrutable 
movements  of  the  seasons  and  of  the  natural  forces  are 
apprehended  as  actions  guided  by  discretion,  will  power, 
or  propensity  looking  to  an  end,  much  as  human  actions 
are.  The  processes  of  inanimate  nature  are  agencies 
whose  habits  of  life  are  to  be  learned,  and  who  are  to  be 
coerced,  outwitted,  circumvented,  and  turned  to  account, 
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much  as  the  beasts  are.  At  the  same  time  the  community 
is  small,  and  the  human  contact  of  the  individual  is  not 
wide.  Neither  the  industrial  life  nor  the  non-industrial 
social  life  forces  upon  men's  attention  the  ruthless  imper- 
sonal sweep  of  events  that  no  man  can  withstand  or  de- 
flect, such  as  becomes  visible  in  the  more  complex  and 
comprehensive  life  process  of  the  larger  community  of  a 
later  day.  There  is  nothing  decisive  to  hinder  men's 
knowledge  of  facts  and  events  being  formulated  in  terms 
of  personality  —  in  terms  of  habit  and  propensity  and  will 
power. 

As  time  goes  on  and  as  the  situation  departs  from 
this  archaic  character, —  where  it  does  depart  from  it, — 
the  circumstances  which  condition  men's  systematization 
of  facts  change  in  such  a  way  as  to  throw  the  impersonal 
character  of  the  sequence  of  events  more  and  more  into 
the  foreground.  The  penalties  for  failure  to  apprehend 
facts  in  dispassionate  terms  fall  surer  and  swifter.  The 
sweep  of  events  is  forced  home  more  consistently  on  men's 
minds.  The  guiding  hand  of  a  spiritual  agency  or  a  pro- 
pensity in  events  becomes  less  readily  traceable  as  men's 
knowledge  of  things  grows  ampler  and  more  searching. 
In  modern  times,  and  particularly  in  the  industrial  coun- 
tries, this  coercive  guidance  of  men's  habits  of  thought 
in  the  realistic  directioii  has  been  especially  pronounced ; 
and  the  effect  shows  itself  in  a  somewhat  reluctant  but 
cumulative  departure  from  the  archaic  point  of  view. 
The  departure  is  most  visible  and  has  gone  farthest  in 
those  homely  branches  of  knowledge  that  have  to  do 
immediately  with  modem  mechanical  processes,  such  as 
engineering  designs  and  technological  contrivances  gen- 
erally. Of  the  sciences,  those  have  wandered  farthest  on 
this  way  (of  integration  or  disintegration,  according  as  one 
may  choose  to  view  it)  that  have  to  do  with  mechanical 
sequence  and  process;  and  those  have  best  and  longest 
retained  the  archaic  point  of  view  intact  which  —  like  the 
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moral,  social,  or  spiritual  sciences  —  have  to  do  with  proc- 
ess and  sequence  that  is  less  tangible,  less  traceable  by 
the  use  of  the  senses,  and  that  therefore  less  immediately 
forces  upon  the  attention  the  phenomenon  of  sequence  as 
contrasted  with  that  of  propensity. 

There  is  no  abrupt  transition  from  the  pre-evolutionary 
to  the  post-evolutionary  standpoint.  Even  in  those  nat- 
ural sciences  which  deal  with  the  processes  of  life  and  the 
evolutionary  sequence  of  events  the  concept  of  dispassion- 
ate cumulative  causation  has  often  and  effectively  been 
helped  out  by  the  notion  that  there  is  in  all  this  some 
sort  of  a  meliorative  trend  that  exercises  a  constraining 
guidance  over  the  course  of  causes  and  effects.  The  faith 
in  this  meliorative  trend  as  a  concept  useful  to  the  science 
has  gradually  weakened,  and  it  has  repeatedly  been  disa- 
vowed ;  but  it  can  scarcely  be  said  to  have  yet  disappeared 
from  the  field. 

The  process  of  change  in  the  point  of  view,  or  in  the 
terms  of  definitive  formulation  of  knowledge,  is  a  gradual 
one ;  and  all  the  sciences  have  shared,  though  in  an  un- 
equal degree,  in  the  change  that  is  going  forward.  Eco- 
nomics is  not  an  exception  to  the  rule,  but  it  still  shows 
too  many  reminiscences  of  the  '^  natural "  and  the  ^*  nor- 
mal," of  "verities"  and  "tendencies,"  of  "controlling 
principles  "  and  "  disturbing  causes,"  to  be  classed  as  an 
evolutionary  science.  The  history  of  the  science  shows  a 
long  and  devious  course  of  disintegrating  animism, —  from 
the  days  vof  the  scholastic  writers,  who  discussed  usury 
from  the  point  of  view  of  its  relation  to  the  divine  suze- 
rainty, to  the  Phjrsiocrats,  who  rested  their  case  on  an 
^^ordre  naturel  "  and  a  "Zoi  naturelW  that  decides  what 
is  substantially  true  and,  in  a  general  way,  guides  the 
course  of  events  by  the  constraint  of  logical  congruence. 
There  has  been  something  of  a  change  from  Adam  Smith, 
whose  recourse  in  perplexity  was  to  the  guidance  of  "  an 
unseen  hand,"  to  Mill  and  Cairnes,  who  formulated  the 
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laws  of  "natural"  wages  and  "normal"  value,  and  the 
former  of  whom  was  so  well  content  with  his  work  as  to 
say, "  Happily,  there  is  nothing  in  the  laws  of  Value  which 
remains  for  the  present  or  any  future  writer  to  clear  up : 
the  theory  of  the  subject  is  complete."  *  But  the  differ- 
ence between  the  earlier  and  the  later  point  of  view  is  a 
difference  of  degree  rather  than  of  kind. 

The  standpoint  of  the  classical  economists,  in  their 
higher  or  definitive  syntheses  and  generalizations,  may  not 
inaptly  be  called  the  standpoint  of  ceremonial  adequacy. 
The  ultimate  laws  and  principles  which  they  formulated 
were  laws  of  the  normal  or  the  natural,  according  to  a  pre- 
conception regarding  the  ends  to  which,  in  the  nature  of 
things,  all  things  tend.  In  effect,  this  preconception  im- 
putes to  things  a  tendency  to  work  out  what  the  instructed 
common  sense  of  the  time  accepts  as  the  adequate  or 
worthy  end  of  human  effort.  It  is  a  projection  of  the 
accepted  ideal  of  conduct.  This  ideal  of  conduct  is  made 
to  serve  as  a  canon  of  truth,  to  the  extent  that  the  inves- 
tigator contents  himself  with  an  appeal  to  its  legitimation 
for  premises  that  run  back  of  the  facts  with  which  he  is 
immediately  dealing,  for  the  "  controlling  principles  "  that 
are  conceived  intangibly  to  underlie  the  process  discussed, 
and  for  the  "  tendencies  "  that  run  beyond  the  situation 
as  it  lies  before  him.  As  instances  of  the  use  of  this  cere- 
monial canon  of  knowledge  may  be  cited  the  "  conjectural 
history "  that  plays  so  large  a  part  in  the  classical  treat- 
ment of  economic  institutions,  such  as  the  normalized 
accounts  of  the  beginnings  of  barter  in  the  transactions  of 
the  putative  hunter,  fisherman,  and  boat-builder,  or  the 
man  with  the  plane  and  the  two  planks,  or  the  two  men 
with  the  basket  of  apples  and  the  basket  of  nuts.f  Of  a 
similar  import  is  the  characterization  of  money  as  "the 
great  wheel  of  circulation  "  J  or  as  "  the  medium  of  ex- 

*PoUtic€U  Economy ^  Book  III.  ohap.  i. 

t  Marahan,  Principles  qf  Economics  (2d  ed.),  Book  V.  ohap.  ii.  p.  395,  note. 

t  Adam  Smith,  WecUth  qf  Nations  (Bohn  ed.).  Book  II.  chap.  ii.  p.  289. 
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change."  Money  is  here  discussed  in  terms  of  the  end 
which,  "in  the  normal  case," it  should  work  out  according 
to  the  given  writer's  ideal  of  economic  life,  rather  than  in 
terms  of  causal  relation. 

With  later  writers  especially,  this  terminology  is  no 
doubt  to  be  commonly  taken  as  a  convenient  use  of  meta- 
phor, in  which  the  concept  of  normality  and  propensity  to 
an  end  has  reached  an  extreme  attenuation.  But  it  is  pre- 
cisely in  this  use  of  figurative  terms  for  the  formulation  of 
theory  that  the  classical  normality  still  lives  its  attenuated 
life  in  modern  economics ;  and  it  is  this  facile  recourse  to 
inscrutable  figures  of  speech  as  the  ultimate  terms  of  the- 
ory that  has  saved  the  economists  from  being  dragooned 
into  the  ranks  of  modem  science.  The  metaphors  are 
effective,  both  in  their  homiletical  use  and  as  a  labor-sav- 
ing device, —  more  effective  than  their  user  designs  them 
to  be.  By  their  use  the  theorist  is  enabled  serenely  to 
enjoin  himself  from  following  out  an  elusive  train  of  causal 
sequence.  He  is  also  enabled,  without  misgivings,  to  con- 
struct a  theory  of  such  an  institution  as  money  or  wt^es  or 
laud-ownership  without  descending  to  a  consideration  of 
the  living  items  concerned,  except  for  convenient  corrobo- 
ration of  his  normalized  scheme  of  symptoms.  By  this 
method  the  theory  of  an  institution  or  a  phase  of  life  may 
be  stated  in  conventionalized  terms  of  the  apparatus 
whereby  life  is  carried  on,  the  apparatus  being  invested 
with  a  tendency  to  an  equilibrium  at  the  normal,  and  the 
theory  being  a  formulation  of  the  conditions  under  which 
this  putative  equilibrium  supervenes.  In  this  way  we  have 
come  into  the  usufruct  of  a  cost-of-production  theory  of 
value  which  is  pungently  reminiscent  of  the  time  when 
Nature  abhorred  a  vacuum.  The  ways  and  means  and  the 
mechanical  structure  of  industry  are  formulated  in  a  con- 
ventionalized nomenclature,  and  the  observed  motions  of 
tliis  mechanical  apparatus  are  then  reduced  to  a  normalized 
scheme  of  relations.     The  scheme  so  arrived  at  is  spirit- 
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ually  binding  on  the  behavior  of  the  phenomena  contem- 
plated. With  this  normalized  scheme  as  a  guide,  the 
permutations  of  a  given  segment  of  the  apparatus  are 
worked  out  according  to  the  values  assigned  the  several 
items  and  features  comprised  in  the  calculation;  and  a 
ceremonially  consistent  formula  is  constructed  to  cover 
that  much  of  the  industrial  field.  This  is  the  deductive 
method.  The  formula  is  then  tested  by  comparison  with 
observed  permutations,  by  the  polariscopic  use  of  the 
^^  normal  case  " ;  and  the  results  arrived  at  are  thus  authen- 
ticated by  induction.  Features  of  the  process  that  do  not 
lend  themselves  to  interpretation  in  the  terms  of  the 
formula  are  abnormal  cases  and  are  due  to  disturbing 
causes.  In  all  this  the  agencies  or  forces  causally  at  work 
in  the  economic  life  process  are  neatly  avoided.  The  out- 
come of  the  method,  at  its  best,  is  a  body  of  logically  con- 
sistent propositions  concerning  the  normal  relations  of 
things  —  a  system  of  economic  taxonomy.  At  its  worst,  it 
is  a  body  of  maxims  for  the  conduct  of  business  and  a 
polemical  discussion  of  disputed  points  of  policy. 

In  all  this,  economic  science  is  living  over  again  in  its 
turn  the  experiences  which  the  natural  sciences  passed 
through  some  time  back.  In  the  nataral  sciences  the 
work  of  the  taxonomist  was  and  continues  to  be  of  great 
value,  but  the  scientists  grew  restless  under  the  regime  of 
symmetry  and  system-making.  They  took  to  asking  why, 
and  so  shifted  their  inqumes  from  the  structure  of  the 
coral  reefs  to  the  structure  and  habits  of  life  of  the  polyp 
that  lives  in  and  by  them.  In  the  science  of  plants,  sys- 
tematic botany  has  not  ceased  to  be  of  service ;  but  the 
stress  of  investigation  and  discussion  among  the  botanists 
to-day  falls  on  the  biological  value  of  any  given  feature  of 
structure,  function,  or  tissue  rather  than  on  its  taxonomic 
bearing.  All  the  talk  about  cytoplasm,  centrosomes,  and 
karyokinetic  process,  means  that  the  inquiry  now  looks 
consistently  to  the  life  process,  and  aims  to  explain  it  in 
terms  of  cumulative  causation. 
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What  may  be  done  in  economic  science  of  the  taxo- 
nomic  kind  is  shown  at  its  best  in  Cairnes's  work,  where 
the  method  is  well  conceived  and  the  results  effectively 
formulated  and  applied.  Cairnes  handles  the  theory  of 
the  normal  case  in  economic  life  with  a  master  hand.  In 
his  discussion  the  metaphysics  of  propensity  and  tendencies 
no  longer  avowedly  rules  the  formulation  of  theory,  nor 
is  the  inscrutable  meliorative  trend  of  a  harmony  of  inter- 
ests confidently  appealed  to  as  an  engine  of  definitive  use 
in  giving  legitimacy  to  the  economic  situation  at  a  given 
time.  There  is  less  of  an  exercise  of  faith  in  Cairnes's 
economic  discussions  than  in  those  of  the  writers  that 
went  before  him.  The  definitive  terms  of  the  formula- 
tion are  still  the  terms  of  normality  and  natural  law,  but 
the  metaphysics  underlying  this  appeal  to  normality  is  so 
far  removed  from  the  ancient  ground  of  the  beneficent 
^^ order  of  nature"  as  to  have  become  at  least  nominally 
impersonal  and  to  proceed  without  a  constant  regard  to 
the  humanitarian  bearing  of  the  "tendencies"  which  it 
formulates.  The  metaphysics  has  been  attenuated  to 
something  approaching  in  colorlessness  the  naturalist's 
conception  of  natural  law.  It  is  a  natural  law  which,  in 
the  guise  of  "  controlling  principles,"  exercises  a  constrain- 
ing surveillance  over  the  trend  of  things;  but  it  is  no 
longer  conceived  to  exercise  its  constraint  in  the  interest 
of  certain  ulterior  human  purposes.  The  element  of  be- 
neficence has  been  well-nigh  eliminated,  and  the  system  is 
formulated  in  terms  of  the  system  itself.  Economics  as  it 
left  Cairnes's  hand,  so  far  as  his  theoretical  work  is  con- 
cerned, comes  near  being  taxonomy  for  taxonomy's  sake. 

No  equally  capable  writer  has  come  as  near  making 
economics  the  ideal  "dismal"  science  as  Cairnes  in  his 
discussion  of  pure  theory.  In  the  days  of  the  early  classi- 
cal writers  economics  had  a  vital  interest  for  the  laymen 
of  the  time,  because  it  formulated  the  common  sense 
metaphysics  of  the  time  in  its  application  to  a  department 
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of  human  life.    But  in  the  hands  of  the  later  classical 
writers  the  science  lost  much  of  its  charm  in  this  regard. 
It  was  no  longer  a  definition  and  authentication  of  the 
deliverances  of  current  common  sense  as  to  what  ought  to 
come  to  pass ;  and  it,  therefore,  in  large  measure  lost  the 
support  of  the  people  out  of  doors,  who  were  unable  to 
take  an  interest  in  what  did  not  concern  them;   and  it 
was  also  out  of  touch  with  that  realistic  or  evolutionary 
habit  of  mind  which  got  under  way  about  the  middle  of 
the    century  in  the   natural  sciences.      It  was  neither 
vitally  metaphysical  nor  matter-of-fact,  and  it  found  com- 
fort with  very  few  outside  of  its  own  ranks.     Only  for 
those  who  by  the  fortunate  accident  of  birth  or  education 
have  been  able  to  conserve  the  taxonomic  animus  has  the 
science  during  the  last  third  of  a  century  continued  to  be 
of  absorbing  interest.     The  result  has  been  that  from  the 
time  when  the  taxonomic  structure  stood  forth  as  a  com- 
pleted whole  in  its  symmetry  and  stability  the  economists 
themselves,  beginning  with  Cairnes,  have  been  growing 
restive  under  its  discipline  of  stability,  and  have  made 
many  efforts,  more  or  less  sustained,  to  galvanize  it  into 
movement.    At  the  hands  of  the  writers  of  the  classical 
line  these  excursions  have  chiefly  aimed  at  a  more  com- 
plete and  comprehensive  taxonomic  scheme  of  permuta- 
tions ;  while  the  historical  departure  threw  away  the  taxo- 
nomic ideal  without  getting  rid  of  the  preconceptions  on 
which  it  is  based;  and  the  later  Austrian  group  struck 
out  on  a  theory  of  process,  but  presently  came  to  a  full 
stop  because  the  process  about  which  they  busied  them- 
selves was  not,  in  their  apprehension  of  it,  a  cumulative 
or  unfolding  sequence. 

But  what  does  all  this  signify?  If  we  are  getting  rest- 
less under  the  taxonomy  of  a  monocotyledonous  wage 
doctrine  and  a  cryptogamic  theory  of  interest,  with  in- 
volute, loculicidal,  tomentous,  and  moniliform   variants. 
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what  is  the  cytoplasm,  centrosome,  or  karyokinetic  proc- 
ess to  which  we  may  turn,  and  in  which  we  may  find  sur- 
cease from  the  metaphysics  of  normality  and  controlling 
principles?  What  are  we  going  to  do  about  it?  The 
question  is  rather.  What  are  we  doing  about  it?  There 
is  the  economic  life  process  still  in  great  measure  await- 
ing theoretical  formulation.  The  active  material  in  which 
the  economic  process  goes  on  is  the  human  material  of 
the  industrial  community.  For  the  purpose  of  economic 
science  the  process  of  cumulative  change  that  is  to  be 
accounted  for  is  the  sequence  of  change  in  the  methods 
of  doing  things, —  the  methods  of  dealing  with  the  ma- 
terial means  of  life. 

What  has  been  done  in  the  way  of  inquiry  into  this 
economic  life  process  ?  The  ways  and  means  of  turning 
material  objects  and'  circumstances  to  account  lie  before 
the  investigator  at  any  given  point  of  time  in  the  form  of 
mechanical  contrivances  and  arrangements  for  compassing 
certain  mechanical  ends.  It  has  therefore  been  easy  to 
accept  these  ways  and  means  as  items  of  inert  matter 
having  a  given  mechanical  structure  and  thereby  serving 
the  material  ends  of  man.  As  such,  they  have  been  sched- 
uled and  graded  by  the  economists  under  the  head  of 
capital,  this  capital  being  conceived  as  a  mass  of  material 
objects  serviceable  for  human  use.  This  is  well  enough 
for  the  purposes  of  taxonomy ;  but  it  is  not  an  effective 
method  of  conceiving  the  matter  for  the  purpose  of  a 
theory  of  the  developmental  process.  For  the  latter  pur- 
pose, when  taken  as  items  in  a  process  of  cumulative 
change  or  as  items  in  the  scheme  of  life,  these  produc- 
tive goods  are  facts  of  human  knowledge,  skill,  and  predi- 
lection ;  that  is  to  say,  they  are,  substantially,  prevalent 
habits  of  thought,  and  it  is  as  such  that  they  enter  into 
the  process  of  industrial  development.  The  physical 
properties  of  the  materials  accessible  to  man  are  con- 
stants: it  is  the  human  agent  that  changes, — his  insight 
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and  his  appreciation  of  what  these  things  can  be  used  for 
is  what  develops.  The  accumulation  of  goods  already  on 
hand  conditions  his  handling  and  utilization  of  the  mate- 
rials offered,  but  even  on  this  side  —  the  "limitation  of 
industry  by  capital " —  the  limitation  imposed  is  on  what 
men  can  do  and  on  the  methods  of  doing  it.  The  changes 
that  take  place  in  the  mechanical  contrivances  are  an 
expression  of  changes  in  the  human  factor.  Changes  in 
the  material  facts  breed  further  change  only  through  the 
human  factor.  It  is  in  the  human  material  that  the  con- 
tinuity of  development  is  to  be  looked  for ;  and  it  is  here, 
therefore,  that  the  motor  forces  of  the  process  of  economic 
development  must  be  studied  if  they  are  to  be  studied  in 
action  at  all.  Economic  action  must  be  the  subject-matter 
of  the  science  if  the  science  is  to  fall  into  line  as  an  evo- 
lutionary science. 

Nothing  new  has  been  said  in  all  this.  But  the  fact  is 
all  the  more  significant  for  being  a  familiar  fact.  It  is  a 
fact  recognized  by  common  consent  throughout  much  of 
the  later  economic  discussion,  and  this  current  recognition 
of  the  fact  is  a  long  step  towards  centering  discussion  and 
inquiry  upon  it.  If  economics  is  to  follow  the  lead  or 
the  analogy  of  the  other  sciences  that  have  to  do  with  a 
life  process,  the  way  is  plain  so  far  as  regards  the  general 
direction  in  which  the  move  will  be  made. 

The  economists  of  the  classical  trend  have  made  no  seri- 
ous attempt  to  depart  from  the  standpoint  of  taxonomy 
and  make  their  science  a  genetic  account  of  the  economic 
life  process.  As  has  just  been  said,  much  the  same  is  true 
for  the  Historical  School.  The  latter  have  attempted  an 
account  of  developmental  sequence,  but  they  have  fol- 
lowed the  lines  of  pre-Darwinian  speculations  on  devel- 
opment rather  than  lines  which  modem  science  would 
recognize  as  evolutionary.  They  have  given  a  narrative 
survey  of  phenomena,  not  a  genetic  account  of  an  unfold- 
ing process.    In  this  work  they  have,  no  doubt,  achieved 
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results  of  permanent  value;  but  the  results  achieved  are 
scarcely  to  be  classed  as  economic  theory.  On  the  other 
hand,  the  Austrians  and  their  precursors  and  their  coadju- 
tors in  the  value  discussion  have  taken  up  a  detached 
portion  of  economic  theory,  and  have  inquired  with  great 
nicety  into  the  process  by  -which  the  phenomena  within 
their  limited  field  are  worked  out.  The  entire  discussion 
of  marginal  utility  and  subjective  value  as  the  outcome  of 
a  valuation  process  must  be  taken  as  a  genetic  study  of 
this  range  of  facts.  But  here,  again,  nothing  further  has 
come  of  the  inquiry,  so  far  as  regards  a  rehabilitation  of 
economic  theory  as  a  whole.  Accepting  Menger  as  their 
spokesman  on  this  head,  it  must  be  said  that  the  Austrians 
have  on  the  whole  showed  themselves  unable  to  break 
with  the  classical  tradition  that  economics  is  a  taxonomic 
science. 

The  reason  for  the  Austrian  failure  seems  to  lie  in  a 
faulty  conception  of  human  nature, —  faulty  for  the  present 
purpose,  however  adequate  it  may  be  for  any  other.  In 
all  the  received  formulations  of  economic  theory,  whether 
at  the  hands  of  English  economists  or  those  of  the  Conti- 
nent, the  human  material  with  which  the  inquiry  is  con- 
cerned is  conceived  in  hedonistic  terms ;  that  is  to  say,  in 
terms  of  a  passive  and  substantially  inert  and  immutably 
given  human  nature.  The  psychological  and  anthropo- 
logical preconceptions  of  the  economists  have  been  those 
which  were  accepted  by  the  psychological  and  social 
sciences  some  generations  ago.  The  hedonistic  concep-. 
tion  of  man  is  that  of  a  lightning  calculator  of  pleas- 
ures and  pains,  who  oscillates  like  a  homogeneous  glob- 
ule of  desire  of  happiness  under  the  impulse  of  stimuli 
that  shift  him  about  the  area,  but  leave  him  intact.  He 
has  neither  antecedent  nor  consequent.  He  is  an  isolated, 
definitive  human  datum,  in  stable  equilibrium  except  for 
the  buffets  of  the  impinging  forces  that  displace  him  in 
one  direction  or  another.    Self-poised  in  elemental  space. 
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he  spins  symmetrically  about  his  own  spiritual  axis  until 
the  parallelogram  of  forces  bears  down  upon  him,  where- 
upon he  follows  the  line  of  the  resultant.  When  the 
force  of  the  impact  is  spent,  he  comes  to  rest,  a  self- 
contained  globule  of  desire  as  before.  Spiritually,  the 
hedonistic  man  is  not  a  prime  mover.  He  is  not  the  seat 
of  a  process  of  living,  except  in  the  sense  that  he  is  sub- 
ject to  a  series  of  permutations  enforced  upon  him  by 
circumstances  external  and  alien  to  him. 

The  later  psychology,  re-enforced  by  modem  anthropo- 
logical research,  gives  a  diflferent  conception  of  human 
nature.  According  to  this  conception,  it  is  the  character- 
istic of  man  to  do  something,  not  simply  to  suffer  pleas- 
ures and  pains  through  the  impact  of  suitable  forces.  He 
is  not  simply  a  bundle  of  desires  that  are  to  be  saturated 
by  being  placed  in  the  path  of  the  forces  of  the  environ- 
ment, but  rather  a  coherent  structure  of  propensities  and 
habits  which  seeks  realization  and  expression  in  an  unfold- 
ing activity.  According  to  this  view,  human  activity, 
and  economic  activity  among  the  rest,  is  not  apprehended 
as  something  incidental  to  the  process  of  saturating  given 
desires.  The  activity  is  itself  the  substantial  fact  of  the 
process,  and  the  desires  under  whose  guidance  the  action 
takes  place  are  circumstances  of  temperament  which  de- 
termine the  specific  direction  in  which  the  activity  will 
unfold  itself  in  the  given  case.  These  circumstances  of 
temperament  are  ultimate  and  definitive  for  the  individual 
who  acts  under  them,  so  far  as  regards  his  attitude  as 
agent  in  the  particular  action  in  which  he  is  engaged. 
But,  in  the  view  of  the  science,  they  are  elements  of  the 
existing  frame  of  mind  of  the  agent,  and  are  the  outcome 
of  his  antecedents  and  his  life  up  to  the  point  at  which  he 
stands.  They  are  the  products  of  his  hereditary  traits 
and  his  past  experience,  cumulatively  wrought  out  under 
a  given  body  of  traditions,  conventionalities,  and  material 
circumstances ;  and  they  afford  the  point  of  departure  for 
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the  next  step  in  the  process.  The  economic  life  higtory 
of  the  individual  is  a  cumulative  process  of  adaptation  of 
means  to  ends  that  cumulatively  change  as  the  process 
goes  on,  both  the  agent  and  his  environment  being  at  any 
point  the  outcome  of  the  past  process.  His  methods  of 
life  to-day  are  enforced  upon  him  by  his  habits  of  life 
carried  over  from  yesterday  and  by  the  circumstances  left 
as  the  mechanical  residue  of  the  life  of  yesterday. 

What  is  true  of  the  individual  in  this  respect  is  true 
of  the  group  in  which  he  lives.  All  economic  change  is 
a  change  in  the  economic  community, —  a  change  in  the 
community's  methods  of  turning  material  things  to  ac- 
count. The  change  is  always  in  the  last  resort  a  change 
in  habits  of  thought.  This  is  true  even  of  changes  in  the 
mechanical  processes  of  industry.  A  given  contrivance 
for  effecting  certain  material  ends  becomes  a  circumstance 
which  aflfects  the  further  growth  of  habits  of  thought  — 
habitual  methods  of  procedure  —  and  so  becomes  a  point 
of  departure  for  further  development  of  the  methods  of 
compassing  the  ends  sought  and  for  the  further  vaiiation 
of  ends  that  are  sought  to  be  compassed.  In  all  this  flux 
there  is  no  definitively  adequate  method  of  life  and  no  de- 
finitive or  absolutely  worthy  end  of  action,  so  far  as 
concerns  the  science  which  sets  out  to  formulate  a  theory 
of  the  process  of  economic  life.  What  remains  as  a  hard 
and  fast  residue  is  the  fact  of  activity  directed  to  an  ob- 
jective end.  Economic  action  is  teleological,  in  the  sense 
that  men  always  and  everywhere  seek  to  do  something. 
What,  in  specific  detail,  they  seek,  is  not  to  be  answered 
except  by  a  scrutiny  of  the  details  of  their  activity ;  but, 
ISO  long  as  we  have  to  do  with  their  life  as  members  of  the 
economic  community,  there  remains  the  generic  fact  that 
their  life  is  an  unfolding  activity  of  a  teleological  kind. 

It  may  or  may  not  be  a  teleological  process  in  the  sense 
that  it  tends  or  should  tend  to  any  end  that  is  conceived 
to  be  worthy  or  adequate  by  the  inquirer  or  by  the  con- 
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sensus  of  inquirers.  Whether  it  is  or  is  not  is  a  question 
with  which  the  present  inquiry  is  not  concerned ;  and  it  is 
also  a  question  of  which  an  eyolutionary  economics  need 
take  no  account.  The  question  of  a  tendency  in  events 
can  evidently  not  come  up  except  on  the  ground  of  some 
preconception  or  prepossession  on  the  part  of  the  person 
looking  for  the  tendency.  In  order  to  search  for  a  ten- 
dency, we  must  be  possessed  of  some  notion  of  a  definitive 
end  to  be  sought,  or  some  notion  as  to  what  is  the  legit- 
imate trend  of  events.  The  notion  of  a  legitimate  trend 
in  a  course  of  events  is  an  extra-evolutionary  preconcep- 
tion, and  lies  outside  the  scope  of  an  inquiry  into  the 
causal  sequence  in  any  process.  The  evolutionary  point 
of  view,  therefore,  leaves  no  place  for  a  formulation  of 
natural  laws  in  terms  of  definitive  normality,  whether  in 
economics  <pr  in  any  other  branch  of  inquiry.  Neither 
does  it  leave  room  for  that  other  question  of  normality. 
What  should  be  the  end  of  the  developmental  process 
under  discussion? 

The  economic  life  history  of  any  community  is  its  life 
history  in  so  far  as  it  is  shaped  by  men's  interest  in  the 
material  means  of  life.  This  economic  interest  has  counted 
for  much  in  shaping  the  cultural  growth  of  all  communi- 
ties. Primarily  and  most  obvibusly,  it  has  guided  the 
formation,  the  cumulative  growth,  of  that  range  of  con- 
ventionalities and  methods  of  life  that  are  currently  recog- 
nized as  economic  institutions ;  but  the  same  interest  has 
also  pervaded  the  community's  life  and  its  cultural  growth 
at  points  where  the  resulting  structural  features  are  not 
chiefly  and  most  immediately  of  an  economic  bearing. 
The  economic  interest  goes  with  men  through  life,  and  it 
goes  with  the  race  throughout  its  process  of  cultural  de- 
velopment. It  afiPects  the  cultm^al  structure  at  all  points, 
so  that  all  institutions  may  be  said  to  be  in  some  measure 
economic  institutions.  This  is  necessarily  the  case,  since 
the  base  of  action  —  the  point  of  departure  —  at  any  step 


Digitized  by 


Googk 


ECONOMICS  AS  AN  EVOLUTIONARY  SCIENCE 

in  the  process  is  the  entire  organic  complex  of  habits  of 
thought  that  haye  been  shaped  bj  the  past  process.  The 
economic  interest  does  not  act  in  isolation,  for  it  is  but  one 
of  several  vaguely  isolable  interests  on  which  the  complex 
of  teleological  activity  carried  out  by  the  individual  pro- 
ceeds. The  individual  is  but  a  single  agent  in  each  case ; 
and  he  enters  into  each  successive  action  as  a  whole, 
although  the  specific  end  sought  in  a  given  action  may  be 
sought  avowedly  on  the  basis  of  a  particular  interest ;  as 
e.  jr.,  the  economic,  esthetic,  sexual,  humanitarian,  devo- 
tional interests.  Since  each  of  these  passably  isolable 
interests  is  a  propensity  of  the  organic  agent  man,  with 
his  complex  of  habits  of  thought,  the  expression  of  each  is 
affected  by  habits  of  life  formed  under  the  guidance  of  all 
the  rest.  There  is,  therefore,  no  neatly  isolable  range  of 
cultural  phenomena  that  can  be  rigorously  set  apart  under 
the  head  of  economic  institutions,  although  a  category  of 
"  economic  institutions  "  may  be  of  service  as  a  convenient 
caption,  comprising  those  institutions  in  which  the  eco- 
nomic interest  most  immediately  and  consistently  finds 
expression,  and  which  most  immediately  and  with  the 
least  limitation  are  of  an  economic  bearing. 

From  what  has  been  said  it  appears  that  an  evolutionary 
economics  must  be  the  theory  of  a  process  of  cultural 
growth  as  determined  by  the  economic  interest,  a  theory 
of  a  cumulative  sequence  of  economic  institutions  stated 
in  terms  of  the  process  itself.  Except  for  the  want  of 
space  to  do  here  what  should  be  done  in  some  detail  if  it 
is  done  at  all,  many  efforts  by  the  later  economists  in  this 
direction  might  be  cited  to  show  the  trend  of  economic 
discussion  in  this  direction.  There  is  not  a  little  evidence 
to  this  effect,  and  much  of  the  work  done  must  be  rated 
as  effective  work  for  this  purpose.  Much  of  the  work  of 
the  Historical  School,  for  instance,  and  that  of  its  later 
exponents  especially,  is  too  noteworthy  to  be  passed  over 
in  silence,  even  with  all  due  regard  to  the  limitations  of 
space. 
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We  are  now  ready  to  return  to  the  question  why  eco- 
nomics is  not  an  evolutionary  science.  It  is  necessarily 
the  aim  of  such  an  economics  to  trace  the  cumulative 
working  out  of  the  economic  interest  in  the  cultural 
sequence.  It  must  be  a  theory  of  the  economic  life  proc- 
ess of  the  race  or  the  community.  The  economists  have 
accepted  the  hedonistic  preconceptions  concerning  human 
nature  and  human  action,  and  the  conception  of  the  eco- 
nomic interest  which  a  hedonistic  psychology  gives  does 
not  afford  material  for  a  theory  of  the  development  of 
human  nature.  Under  hedonism  the  economic  interest  is 
not  conceived  in  terms  of  action.  It  is  therefore  not  read- 
ily apprehended  or  appreciated  in  terms  of  a  cumulative 
growth  of  habits  of  thought,  and  does  not  provoke,  even 
if  it  did  lend  itself  to,  treatment  by  the  evolutionary 
method.  At  the  same  time  the  anthropological  precon- 
ceptions current  in  that  common-sense  apprehension  of 
human  nature  to  which  economists  have  habitually  turned 
has  not  enforced  the  formulation  of  human  nature  in 
terms  of  a  cumulative  growth  of  habits  of  life.  These 
received  anthropological  preconceptions  are  such  as  have 
made  possible  the  normalized  conjectural  accounts  of 
primitive  barter  with  which  all  economic  readers  are 
familiar,  and  the  no  less  normalized  conventional  deriva- 
tion of  landed  property  and  its  rent,  or  the  sociologico- 
philosophical  discussions  of  the  "  function  "  of  this  or  that 
class  in  the  life  of  society  or  of  the  nation. 

The  premises  and  the  point  of  view  required  for  an  evo- 
lutionary economics  have  been  wanting.  The  economists 
have  not  had  the  materials  for  such  a  science  ready  to 
theu'  hand,  and  the  provocation  .to  strike  out  in  such  a 
direction  has  been  absent.  Even  if  it  has  been  possible  at 
any  time  to  turn  to  the  evolutionary  line  of  speculation 
in  economics,  the  possibility  of  a  departure  is  not  enough 
to  bring  it  about.  So  long  as  the  habitual  view  taken  of 
a  given  range  of  facts  is  of  the  taxonomic  kind  and  the 
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material  lends  itself  to  treatment  by  that  method,  the  tax- 
onomic  method  is  the  easiest,  gives  the  most  gratifying 
immediate  results,  and  best  fits  into  the  accepted  body  of 
knowledge  of  the  range  of  facts  in  question.  This  has 
been  the  situation  in  economics.  The  other  sciences  of 
its  group  have  likewise  been  a  body  of  taxonomic  dis- 
cipline, and  departures  from  the  accredited  method  have 
lain  under  the  odium  of  being  meretricious  innovations. 
The  well-worn  paths  are  easy  to  follow  and  lead  into  good 
company.  Advance  along  them  visibly  furthers  the  ac- 
credited work  which  the  science  has  in  hand.  Divergence 
from  the  paths  means  tentative  work,  which  is  necessarily 
slow  and  fragmentary  and  of  uncertain  value. 

It  is  only  when  the  methods  of  the  science  and  the  syn- 
theses resulting  from  their  use  come  to  be  out  of  line  with 
habits  of  thought  that  prevail  in  other  matters  that  the 
scientist  grows  restive  under  the  guidance  of  the  received 
methods  and  standpoints,  and  seeks  a  way  out.  Like  other 
men,  the  economist  is  an  individual  with  but  one  intelli- 
gence. He  is  a  creature  of  habits  and  propensities  given 
through  the  antecedents,  hereditary  and  cultural,  of  which 
he  is  an  outcome ;  and  the  habits  of  thought  formed  in  any 
one  line  of  experience  affect  his  thinking  in  any  other. 
Methods  of  observation  and  of  handling  facts  that  are 
familiar  through  habitual  use  in  the  general  range  of  knowl- 
edge, gradually  assert  themselves  in  any  given  special 
range  of  knowledge.  They  may  be  accepted  slowly  and 
with  reluctance  where  their  acceptance  involves  innova- 
tion ;  but,  if  they  have  the  continued  backing  of  the  gen- 
eral body  of  experience,  it  is  only  a  question  of  time  when 
they  shall  come  into  dominance  in  the  special  field.  The 
intellectual  attitude  and  the  method  of  correlation  en- 
forced upon  us  in  the  apprehension  and  assimilation  of 
facts  in  the  more  elementary  ranges  of  knowledge  that 
have  to  do  with  brute  facts  assert  themselves  also  when 
the  attention  is  directed  to  those  phenomena  of  the  life 
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process  with  which  economics  has  to  do ;  and  the  range 
of  facts  which  are  habitually  handled  by  other  methods 
than  that  in  traditional  vogue  in  economics  has  now  be- 
come so  large  and  so  insistently  present  at  every  turn  that 
we  are  left  restless,  if  the  new  body  of  facts  cannot  be 
handled  according  to  the  method  of  mental  procedure 
which  is  in  this  way  becoming  habitual. 

In  the  general  body  of  knowledge  in  modern  times  the 
facts  are  apprehended  in  terms  of  causal  sequence.  This 
is  especially  true  of  that  knowledge  of  brute  facts  which 
is  shaped  by  the  exigencies  of  the  modem  mechanical  in- 
dustry. To  men  thoroughly  imbued  with  this  matter-of- 
fact  habit  of  mind  the  laws  and  theorems  of  economics, 
and  of  the  other  sciences  that  treat  of  the  normal  course 
of  things,  have  a  character  of  "  unreality "  and  futility 
that  bars  out  any  serious  interest  in  their  discussion. 
The  laws  and  theorems  are  ^^  unreal "  to  them  because  they 
are  not  to  be  apprehended  in  the  terms  which  these  men 
make  use  of  in  handling  the  facts  with  which  they  are 
perforce  habitually  occupied.  The  same  matter-of-fact 
spiritual  attitude  and  mode  of  procedure  have  now  made 
their  way  well  up  into  the  higher  levels  of  scientific  knowl- 
edge, even  in  the  sciences  which  deal  in  a  more  elemen- 
tary way  with  the  same  human  material  that  makes  the 
subject-matter  of  economics,  and  the  economists  them- 
selves are  beginning  to  feel  the  unreality  of  their  theorems 
about  "normal "  cases.  Provided  the  practical  exigencies 
of  modern  industrial  life  continue  of  the  same  character  as 
they  now  are,  and  so  continue  to  enforce  the  impersonal 
method  of  knowledge,  it  is  only  a  question  of  time  when 
that  (substantially  animistic)  habit  of  mind  which  pro- 
ceeds on  the  notion  of  a  definitive  normality  shall  be  dis- 
placed in  the  field  of  economic  inquiry  by  that  (substan- 
tially materialistic)  habit  of  mind  which  seeks  a  compre- 
hension of  facts  in  terms  of  a  cumulative  sequence. 

The  later  method  of  apprehending  and  assimilatiog 


Digitized  by 


Googk 


ECONOMICS  AS  AN  EVOLUTIONARY  SCIENCE     897 

facts  and  handling  them  for  the  purposes  of  knowledge 
may-  be  better  or  worse,  more  or  less  worthy  or  adequate, 
than  the  earlier ;  it  may  be  of  greater  or  less  ceremonial  or 
aesthetic  effect ;  we  may  be  moved  to  regret  the  incursion 
of  underbred  habits  of  thought  into  the  scholar's  domain. 
But  all  that  is  beside  the  present  point.  Under  the  stress 
of  modem  technological  exigencies,  men's  every-day  habits 
of  thought  are  falling  into  the  lines  that  in  the  sciences 
constitute  the  evolutionary  method ;  and  knowledge  which 
proceeds  on  a  higher,  more  archaic  plane  is  becoming 
alien  and  meaningless  to  them.  The  social  and  political 
sciences  must  follow  the  drift,  for  they  are  already  caught 
in  it. 

Thobstein  Vbblen. 
Umiversitt  of  Chicago. 
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THE   FRENCH  WORKMEN'S   COMPENSATION 

ACT. 

The  radical  departure  in  social  legislation  which  found 
expression  in  the  workingmen's  compulsory  insurance  laws 
of  Germany  properly  attracted  the  attention  of  students 
of  social  reform  throughout  the  world.  Had  the  effect  of 
this  movement  been  confined  within  the  boundaries  of  the 
German  Empire,  it  would  have  been  important  to  the 
foreign  student  chiefly  as  affording  an  interesting  applica- 
tion of  a  new  and  striking  method  of  social  reform.  Its 
rapid  extension  in  other  countries,  however,  has  made  it 
of  great  practical  significance  for  every  land.  By  far  the 
most  important  result  of  this  step  on  the  part  of  the  Ger- 
man government  is  the  spread  of  its  infiuence  throughout 
Europe.  Everywhere  it  has  profoundly  modified  the 
whole  current  of  thought  regarding  the  solution  of  several 
of  the  most  important  questions  affecting  the  welfare  of 
the  laboring  classes. 

It  is  difiScult  to  mention  another  example  where  a  new 
and  radical  form  of  social  reform  has  gained  ground  with 
equal  rapidity.  Germany  enacted  her  first  compulsory  in- 
surance law  in  1883.  Not  only  has  she  persistently  con- 
tinued the  elaboration  of  her  system,  but  other  nations 
have  followed  suit.  Austria  and  Norway  have  no  less 
unreservedly  accepted  the  policy  of  compulsion,  and  the 
former  country  has  organized  a  system  for  the  compulsory 
insurance  of  workingmen  against  accidents  and  sickness 
scarcely  less  complete  than  that  of  Germany  itself.  In 
Italy,  when  the  first  proposal  for  a  general  system  of 
workingmen's  insurance  was  introduced  in  1880,  the  idea 
of  compulsion  was  summarily  and  almost  unanimously 
rejected.  Step  by  step,  however,  this  position  has  been 
abandoned  until  the  more  recent  propositions  embody  the 
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principle.  In  Switzerland  the  people,  through  the  refer- 
endum, have  pronounced  overwhelmingly  in  favor  of  com- 
pulsion in  some  form  or  other;  and  it  is  only  a  question 
of  time  when  a  working  system  will  be  created.  In  Eng- 
land itself,  that  stronghold  of  individualism,  the  compen- 
sation of  injured  workingmen  by  their  employers  has  now 
been  made  obligatory  by  the  Workmen's  Compensation 
Act  of  1897.*  Now  France,  where  the  principle  of  com- 
pulsion has  been  fought  with  the  greatest  determination, 
has  fallen  into  line,  and  by  an  act  approved  April  9, 1898, 
has  made  it  obligatory  upon  employers  in  the  principal 
industries  to  indemnify  at  their  own  expense  all  of  their 
workingmen  injured  while  in  the  performance  of  their 
duties. 

In  each  of  these  countries  the  history  of  the  efforts  lead- 
ing up  to  this  result  is  of  interest,  but  in  none  more  so 
than  in  France.  The  enactment  of  the  present  law  for 
the  compulsory  compensation  of  injured  workingmen  is 
the  culmination  of  efforts  which  began  as  far  back  as  1880, 
and  have  been  continuously  put  forth  since  that  date. 
The  record  of  this  movement  furnishes  a  typical  example 
of  the  various  phases  through  which  the  question  has 
passed.  It  shows  how,  under  constant  discussion,  the 
fundamental  features  of  a  problem  are  gradually  made 
clear,  and  the  principles  of  the  solution  proposed  gradually 
changed  as  the  conditions  to  be  met  are  better  understood. 
In  following  the  experience  of  France,  therefore,  we  are 
able  at  the  same  time  to  study  an  interesting  example  of 
the  evolution  of  a  social  problem. 

Prior  to  the  modem  movement  for  the  insurance  of 
workingmen  against  accidents  the  prevailing  law  in 
Europe  was  substantially  that  known  as  the  common-law 
liability  of  employers.  In  France,  in  spite  of  the  great 
transformation  in  the  conditions  under  which  industry  is 
carried  on,  the  law  regarding  this  point  was  still  that  em- 

*  The  text  of  the  English  act  is  printed  in  this  Journal  for  October,  1897. 
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bodied  in  Articles  1882-84  of  the  civil  code  of  Napoleon 
enacted  in  1804.  Briefly  stated,  the  provisions  were  that 
the  employers  were  responsible  to  their  employees  only 
for  those  injuries  which  were  the  result  of  their  (the  em- 
ployers') fault  or  the  negligence  of  those  directly  repre- 
senting them.  The  application  of  this  principle  meant 
that  the  employers  were  I'esponsible  only  for  the  limited 
number  of  accidents  that  could  be  proved  to  have  resulted 
from  their  negligence  or  wrong-doing.  On  the  general 
principles  of  law  the  whole  burden  of  proving  negligence 
rested  upon  the  Workingman  making  claims  for  damages. 
The  workingman  thus  bore  the  hardships  entailed  by  acci- 
dents due  not  only  to  his  own  fault,  but  of  all  the  numer- 
ous fortuitous  accidents,  of  those  caused  by  his  fellow- 
employees  and  those  whose  occurrence,  though  resulting 
from  the  fault  of  the  employer,  could  not  be  so  legally 
proven. 

It  needs  but  this  statement  of  the  law  to  show  its  in- 
justice under  modem  conditions.  At  the  time  the  prin- 
ciple became  definitely  established  as  law,  it  fairly  met 
the  requirements  of  justice.  The  employee  was  then  in 
intimate  relations  with  his  employer.  Should  an  accident 
occur,  it  was  an  easy  matter  to  determine  the  responsi- 
bility. The  growth  of  production  upon  a  large  scale, 
however,  changed  all  this.  Under  modern  conditions  the 
employee  is  often  one  of  a  thousand,  working  in  a  system 
of  such  complexity  that  it  is  frequently  impossible  to  trace 
responsibility.  Under  the  law,  therefore,  it  was,  with  few 
exceptions,  upon  the  employee  that  fell  all  the  suffering 
caused  by  accidents.  Leaving  out  of  consideration  the 
fact  that  the  employer  is  better  able  to  stand  the  financial 
burdens  entailed  by  accidents,  there  was  no  more  reason 
in  equity  why  the  employee  should  bear  the  consequences 
of  accidents  due  to  fortuitous  occurrences  and  the  acts  of 
fellow-workingmen  than  the  employer. 

It  has  been  necessary  thus  to  state  the  character  of  the 
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prior  legal  provisions  regarding  accidents  to  laborers,  in 
order  to  understand  the  full  force  of  the  demands  made 
for  their  modification  and  the  particular  features  which  it 
was  desired  to  change.  The  hardships  that  this  regime 
entailed  upon  the  workingmen  became  more  and  more 
marked  as  the  development  of  the  great  industries  went 
on.  The  most  grievous  injustice  of  the  law  was  felt  to  be 
that  provision  which,  in  any  attempt  to  recover  damages, 
threw  the  burden  of  proof  upon  the  employee.  The  first 
effort  of  reform,  therefore,  was  directed  to  the  modification 
of  this  feature.  It  was  sought  to  accomplish  what  was 
called  the  inversion  of  proof  (renversement  de  la  preuve) ; 
that  is,  it  was  desired  so  to  change  the  law  that  employers 
would  be  presumed  to  be  responsible  for  all  accidents 
unless  they  could  prove  that  they  had  taken  all  needful 
precautions  and  were  in  no  way  to  blame. 

This  movement  led  to  a  whole  series  of  proposed  laws, 
the  first  of  which  was  that  of  M.  Nadaud,  introduced 
May  29,  1880.  During  the  succeeding  seven  years  no 
less  than  fifteen  bills  concerning  this  point  were  introduced 
in  the  French  Parliament.  This  period  constitutes  the 
first  phase  of  the  evolution  through  which  the  question 
passed. 

In  the  mean  time  Germany  had  entered  upon  her  radi- 
cal system  of  compulsory  insurance.  It  was  now  recog- 
nized that  the  change  of  the  law  regarding  the  burden  of 
proof  represented  but  a  slight  measure  of  reform.  The 
extensive  study  given  to  the  subject  brought  out  the  fact 
that  a  large  proportion  of  accidents  were  due  to  occur- 
rences practically  beyond  human  control,  or  at  least  to 
causes  the  responsibility  for  which  could  not  be  traced. 
To  the  two  classes  of  accidents  due  to  the  fault  of  the 
employer  and  of  the  employee  there  was  therefore  added 
a  third  class, —  those  due  to  the  industry  itself.  As  sta- 
tistics began  to  be  collected,  it  appeared  that  less  than 
12  per  cent,  of  accidents  could  be  attributed  to  the  di- 
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rect  fault  of  employerg.  Considerably  over  60  per  cent, 
were  found  to  be  due  to  causes  of  the  third  class. 

As  soon  as  this  fact  became  recognized,  the  query  nat- 
urally arose  why  the  burden  of  these  latter  accidents 
should  be  made  to  rest  exclusively  upon  the  employees. 
It  was  argued  that  it  was  the  industry  that  caused  them, 
and  that  it  was  upon  the  industry  that  in  some  way  the 
support  of  their  consequences  should  be  made  to  fall.  In 
other  words,  there  seemed  to  be  no  reason  why  this  lia- 
bility should  not  constitute  as  legitimate  an  item  of  the 
cost  of  production,  to  be  taken  into  consideration  and 
borne  by  the  employer,  as  that  of  the  breaking  of  ma- 
chinery, fire,  or  loss  in  any  other  way. 

This  constitutes  what  is  known  on  the  continent  as  the 
principle  of  trade  risk  (risque  professionnel'}.  It  com- 
pletely does  away  with  the  old  law  of  employer's  liability 
as  expressed  in  Articles  1882-8-1  of^the  civil  code.  In  its 
place  it  recognizes  that  under  modern  conditions  accidents 
are  inevitable;  that  the  greater  number  are  inherent  in 
the  industry  itself;  and  that,  therefore,  their  indemnifica- 
tion should  be  made  to  fall  upon  it,  or,  what  is  the  same 
thing,  upon  the  employer. 

This  principle  secured  its  first  indorsement  in  France  in 
1888,  the  Chamber  of  Deputies  passing  a  bill  on  July  10 
of  that  year  declaring  broadly  that  in  all  of  the  principal 
industries  the  employers  should  be  required  to  indemnify 
any  workingmen  for  injuries  received  while  working,  re- 
gardless of  the  cause,  with  the  sole  exception  of  those 
wilfully  induced.  It  is  interesting  to  note  how  under 
examination  point  after  point  in  the  controversy  was 
gained,  without  any  legislation  actually  being  consum- 
mated. Henceforth  the  principle  of  risque  professionnel 
was  definitely  accepted,  and  made  the  point  of  departure 
for  future  propositions. 

Further  than  this  it  would  seem  that  the  doctrine  of 
employer's  liability   could    not   go.     Yet,  even   with  so 
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much  established,  only  a  begmning  would  be  made  in 
solying  the  problem  of  accidents  to  labor.  The  basis  of 
future  action  only  had  been  determined.  The  legal  ques- 
tion had  been  solved,  but  the  social  problem  remained. 
Though  the  position  of  the  laborer  before  the  law  would 
be  infinitely  improved,  he  would  still  have  to  endure  the 
hardships  resulting  from  many  accidents.  As  matters 
then  stood,  the  workingman  would  secure  compensation 
for  an  accident  only  as  the  result  of  an  action  at  law, 
with  delays,  expense,  and  uncertainties  which  he  was  in 
no  position  to  bear.  One  of  the  most  intolerable  features 
of  the  old  system  was  the  amount  of  litigation  that  it  en- 
gendered. More  and  more  the  feeling  developed  that,  if 
the  employee  was  to  be  indemnified  for  injuries,  some 
method  must  be  devised  by  which  this  aid  could  be  made 
both  more  certain  and  more  promptly  available. 

Hence  we  have  the  new  system,  as  proposed  by  the  bill 
passed  in  the  Chamber  of  Deputies.  It  sought  to  accom- 
plish the  end  by  introducing  the  important  principle  of 
fixing  in  advance,  according  to  the  severity  of  the  injury 
received,  the  amount  of  the  indemnity  that  would  be 
paid.  The  bill  passed  by  the  Chamber  of  Deputies,  when 
sent  to  the  Senate,  met  with  considerable  opposition. 
The  principle  of  risque  profeB%ionnely  as  has  been  said,  was 
frankly  accepted.  It  was  held,  however,  that  an  excep- 
tion should  be  made,  not  only  for  accidents  purposely 
caused,  but  also  for  those  due  to  the  faute  lourde^  or  gross 
negligence,  of  the  victims.  Theoretically  sound,  the  rec- 
ognition of  this  exception  annulled  to  a  large  extent  the 
advantages  hoped  for  under  the  new  system,  by  leaving 
the  door  still  open  to  any  amount  of  litigation.  The  same 
question  had  been  thoroughly  fought  out  in  Germany, 
and  there  decided  in  favor  of  the  position  taken  by  the 
Chamber  of  Deputies.  The  difference,  however,  con- 
tinued to  block  legislation  for  several  years,  the  Chamber 
of  Deputies  only  accepting  a  compromise  at  the  last  mo- 
ment in  the  bill  which  finally  became  the  present  law. 
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By  this  time,  also,  still  another  important  feature  re- 
quiring settlement  became  prominent, —  that  of  com- 
pelling the  employers  to  provide  for  the  obligation 
thrown  upon  them  by  means  of  insurance.  It  was  feared 
that  otherwise  the  injured  workingmen  might  not  re- 
ceire  the  indemnities  due  them,  or  at  least  not  until 
after  considerable  delay.  German  experience  had  shown 
that  in  each  industry  accidents  occurred  with  a  surprising 
uniformity  from  year  to  year,  and  that  the  risk  was  there- 
fore of  a  kind  well  adapted  to  be  covered  by  insurance. 
All  parties  were  now  agreed  that  insurance  of  some  kind 
was  desirable.  But  the  most  diverse  opinions  existed  as 
to  whether  it. should  be  made  obligatory  or  not.  In  no 
country  has  the  contest  between  these  two  principles 
been  fought  with  greater  determination. 

It  is  not  within  the  scope  of  this  paper  to  attempt  a 
presentation  of  the  various  arguments  adduced  in  favor 
of  each  position  in  this  controversy.  It  should  be  stated, 
however,  in  order  to  show  the  conditions  of  the  problem, 
that  at  this  time  the  German  and  Austrian  systems  of 
compulsory  insurance  had  been  in  operation  but  a  short 
time;  and  it  had  by  no  means  been  demonstrated  that 
they  were  successful  institutions.  Their  first  years'  oper- 
ations necessarily  revealed  imperfections  and  encountered 
difficulties  that  were  made  the  most  of  by  opponents  of 
the  system.  In  France,  also,  employers  of  labor  had 
already  voluntarily  done  a  great  deal  towards  insuring 
their  employees  against  accidents.  In  the  railroad  and 
mining  industries  such  action  was  almost  universal,  and 
many  large  employers  of  labor  in  other  industries  had 
done  the  same.  France  also  had  long  possessed  a 
National  Accident  Insurance  Bank,  which,  though  volun- 
tary, had  done  something  in  the  same  direction.  It  was 
the  work  of  these  institutions  which  made  the  contest 
against  compulsory  insurance  such  a  strenuous  one. 

The  other  features  of  the  problem  had  now  been  prac- 
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tically  agreed  upon ;  and  the  question  had  fairly  resolved 
itself  into  that  of  compulsory  against  voluntary  insurance, 
and  whether  an  exception  should  be  made  in  the  case  of 
faute  laurde.  The  third  and  last  phase  of  the  evolution 
of  the  problem  had  thus  been  reached.  Its  beginning 
may  be  marked  by  the  year  1890,  when  M,  Jules  Roche, 
the  Minister  of  Commerce  and  Industry,  on  June  28  in- 
troduced, on  behalf  of  the  government,  a  proposition  em- 
bodying for  the  first  time  the  principle  of  compulsory 
insurance. 

This  proposition  was  made  the  basis  of  a  new  bill  re- 
ported by  the  Commission  on  Labor,  which  after  a  pro- 
longed discussion  passed  the  Chamber  June  10, 1893,  by 
the  decisive  vote  of  498  against  4.  The  bill  not  only  em- 
bodied the  principle  of  compulsory  insurance,  but  pro- 
vided for  the  organization  under  government  auspices  of 
an  elaborate  system  of  district  insurance  institutions, 
through  which  the  employers  of  each  locality  were  to 
insure  themselves.  The  Senate,  however,  still  remained 
strongly  opposed  to  compulsory  insurance,  and  sought  by 
various  ingenious  methods  to  avoid  this  necessity,  while 
at  the  same  time  providing  adequate  guarantees  that 
there  should  be  no  failure  in  the  payment  of  the  in- 
demnities. 

It  will  afford  little  matter  of  instruction  to  trace  the 
different  stages  of  the  legislative  action  that  ensued. 
Both  the  Senate  and  the  Chamber  passed  bills  on  the 
subject,  but  for  some  time  neither  seemed  willing  to 
abandon  the  position  that  it  had  assumed.  Finally,  in 
August,  1897,  England,  which  up  to  this  time  had  paid 
less  attention  to  the  subject,  passed  her  compulsory 
Workmen's  Compensation  Act.  The  passage  of  this  act 
undoubtedly  exerted  a  great  influence  upon  the  French 
legislature.  Not  only  did  France,  as  will  be  seen,  bor- 
row a  number  of  suggestions  from  it,  but  it  brought  home 
to  the  Assembly  that  France  was  being  left  behind  by 
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all  of  its  neighbors  in  regard  to  this  important  question. 
The  result  was  that  the  two  houses,  by  mutual  concession, 
at  last  came  to  an  agreement;  and  the  act  of  April  9, 
1898,  was  finally  passed. 

The  text  of  this  important  measure  is  printed  in  the 
Appendix.  The  statement  of  the  mere  details  of  the  law 
can  therefore  here  be  largely  dispensed  with  and  attention 
be  concentrated  upon  the  essential  principles  incorporated 
in  it. 

It  is  evident  from  the  foregoing  historical  sketch  that 
the  composition  of  a  compulsory  compensation  act  is  by 
no  means  a  simple  one.  It  must  contain  provisions  con- 
ceming  a  great  many  points :  the  persons  responsible  for 
the  payment  of  the  indemnities,  the  industries  to  which 
applicable,  the  amount  of  the  benefits,  the  method  of  de- 
termining in  each  case  the  benefit  due,  and  the  whole 
machinery  of  reporting  accidents,  of  keeping  records,  of 
providing  for  enforcement  and  the  like.  Each  of  these 
considerations  can  be  met  in  various  ways ;  and  the  provi- 
sions concerning  each  are  of  interest,  if  one  wishes  really 
to  understand  the  scope  and  character  of  the  new  system 
which  France  has  adopted. 

The  act  first  broadly  states  that  any  employee  in  cer- 
tain industries  specified  in  the  act  who,  while  in  the  per- 
formance of  his  work,  is  injured  by  an  accident  not 
intentionally  adduced,  causing  him  to  be  incapacitated  for 
work  during  more  than  four  days,  or  the  heirs  of  a  work- 
ingman  killed  by  an  accident,  shall  have  the  right  to  an 
indemnity,  according  to  a  fixed  scale  of  benefits,  to  be 
paid  by  the  employer. 

As  in  both  the  German  and  English  legislation,  the  law 
is  limitative;  that  is,  has  been  made  to  apply  only  to 
certain  specified  industries  in  which  the  risk  of  accidents 
is  considered  to  be  especially  great.  The  list,  however,  ia 
very  comprehensive.     It  includes  the  building  trade,  all 
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factory,  workshop,  and  work-yard  work,  transportation  by 
land  and  water,  the  operations  of  loading  and  unloading, 
work  at  public  storehouses,  mines  and  quarries,  and  in 
addition  any  industrial  work  in  which  explosives  are  used 
or  manufactured,  or  in  which  use  is  made  of  a  machine 
operated  by  other  than  human  or  animal  labor. 

The  scale  of  indemnities  provided  for  is  as  follows :  — 

(1)  In  case  of  a  temporary  incapacity  to  labor,  a  daily 
benefit  equal  to  one-half  the  wages  the  victim  was  receiv- 
ing when  injured,  beginning  with  the  fifth  day  of  inca- 
pacity. 

(2)  In  case  of  a  partial  but  permanent  incapacity,  a 
benefit  equal  to  one-half  the  amount  of  the  loss  of  wages 
caused  by  the  accident. 

(3)  In  case  of  a  permanent  and  total  incapacity  to 
labor,  a  yearly  pension  equal  to  two-thirds  of  the  annual 
wages  formerly  earned  by  the  victim. 

(4)  In  case  the  accident  results  in  death,  the  following 
pensions  are  paid,  (a)  To  the  widow,  if  there  is  one,  a  pen- 
sion equal  to  20  per  cent,  of  the  annual  wages  of  the  de- 
ceased; while,  in  case  she  remarries,  she  will  receive  a 
lump  sum  equal  to  three  years'  pensions,  in  definitive 
liquidation  of  her  claim.  (6)  To  children  left  vrith  one 
parent,  and  under  sixteen  years  of  age,  a  pension,  until 
that  age  is  reached,  equal  to  15  per  cent,  of  the  parent's 
annual  earnings,  if  there  is  but  one  child;  of  25  per  cent, 
if  there  are  two,  of  35  per  cent,  if  three,  and  of  40  per 
cent,  if  four  or  more.  If  the  children  have  neither  father 
nor  mother,  the  pension  is  raised  to  20  per  cent,  of  the 
deceased's  wages  for  each  one,  but  the  total  cannot  exceed 
60  per  cent.,  a  proportional  reduction  being  made,  if 
necessary,  to  bring  them  within  this  amoimt.  (c)  If  the 
victim  leaves  neither  wife  nor  children,  each  ascendant,  or 
descendant  under  sixteen  years  of  age,  who  was  dependent 
upon  the  deceased  for  support,  will  receive  a  pension 
equal  to  10  per  cent,  of  the  latter's  former  wages,  the  total 
in  no  case,  however,  to  exceed  30  per  cent,  of  such  wages. 
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In  the  case  of  all  of  these  indemnities,  however,  it  is 
provided  that,  if  it  is  shown  that  the  accident  was  due  to 
an  inexcusable  fault  on  the  part  of  the  victim,  the  pen- 
sion given  can  be  diminished  more  or  less,  according  to 
the  circumstances  of  each  case.  If,  on  the  other  hand, 
the  accident  resulted  from  the  inexcusable  fault  or  neg- 
ligence of  the  employer  or  his  direct  representative, 
the  indemnity  can  be  increased  within  the  limit  that  it 
cannot  be  made  to  exceed  the  loss  of  wage-earning  ca- 
pacity suffered  by  the  injured  workingman,  or  the  total 
amount  of  his  annual  wages  in  case  of  his  death.  The 
principle  oifaute  lourde^  as  it  is  called,  was  thus  incorpo- 
rated in  the  act,  though  in  a  modified  form,  as  some  ben- 
efit will  be  given  in  any  event.  It  will  depend  entirely 
upon  the  policy  pursued  by  the  courts  in  fixing  the 
amount  of  the  indemnities  whether  the  inclusion  of  this 
provision  will  be  of  great  or  little  importance. 

All  of  the  benefits  and  pensions  are  non-transferable 
and  exempt  from  attachment  for  debt.  The  mode  of  de- 
termining the  annual  earnings  of  the  deceased,  in  order  to 
fix  the  amount  of  the  pension, —  often  a  difficult  matter, — 
is  carefully  provided  for,  but  can  best  be  seen  by  consult- 
ing the  act  itself.  The  important  limitation,  however, 
should  here  be  noted  that,  in  the  case  of  workingmen 
earning  over  2,400  francs,  the  above  schedule  of  benefits 
applies  only  to  that  sum,  the  rate  of  benefits  as  regards 
the  surplus  being  at  only  one-fourth  that  of  the  regular 
rates. 

Workingmen  of  foreign  nationality  receiving  pensions 
under  this  act  or  leaving  France  will  be  paid  a  sum  equal 
to  three  years'  benefits  in  final  settlement  of  their  claim. 
Heirs  or  families  of  tvorkingmen  of  foreign  nationality,  if 
living  outside  of  France  at  the  time  of  the  accident,  are 
not  entitled  to  any  benefits. 

The  entire  expense  of  the  payment  of  these  benefits,  as 
has  been  said,  is  placed  upon  the  employers  of  the  injured 
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workingmen.  In  addition,  they  are  required  to  defray  all 
medical,  pharmaceutical,  and  funeral  expenses,  which  last 
must  not  exceed  a  maximum  of  100  francs  in  any  one 
case. 

The  manner  in  which  benefits  shall  be  paid  constitutes 
an  important  feature  of  any  indemnification  system.  It  is 
evident  that  the  f ramers  of  this  law  had  a  choice  between 
two  diflferent  methods.  After  the  amount  of  the  benefit 
had  been  determined,  it  could  be  paid  to  the  victim  or  his 
family  directly  as  a  lump  sum ;  or  it  could  be  converted 
into  an  annuity  or  pension  to  run  until  the  death  of  the 
recipient  or  the  expiration  of  the  period  determined  upon. 
The  system  of  pensions  or  annuities  has  never  taken  firm 
root  in  America.  Throughout  Europe,  however,  the  pref- 
erence in  practically  all  kinds  of  workingmen's  insurance 
is  for  this  form  of  payment.  The  system  of  liquidation 
by  means  of  single  payments  is,  however,  not  without  ad- 
vocates. It  is  maintained  that,  if  the  injured  workingmen 
or  their  families  could  obtain  at  once  all  the  benefits  com- 
ing to  them,  they  could  open  a  shop  or  enter  into  some 
occupation  whereby  thjey  could  gain  an  independent  live- 
lihood, but  that,  under  the  pension  system,  they  are  forced 
to  remain  idle,  and  the  benefits  by  themselves  are  not  suf- 
ficient to  support  them  except  in  the  most  frugal  way. 

On  the  other  hand,  it  is  maintained  that,  while  this 
might  be  true  in  isolated  cases,  in  the  great  majority  of 
instances  the  money  would  be  lost ;  that  the  workingmen 
have  few  opportunities  for  profitably  investing  consider- 
able sums  of  money  and  little  skill  in  taking  advantage 
of  those  that  do  arise;  and  that,  therefore,  unless  the 
money  is  paid  over  to  them  in  the  form  of  regular  benefits 
at  certain  intervals  of  time,  the  whole  purpose  of  the  act, 
that  of  providing  for  workingmen  and  their  families  left 
dependent  by  accidents,  would  be  defeated. 

A  great  deal  can  thus  be  said  on  both  sides.  The  pres- 
ent bill,  it  would  ^eem,  has  made  a  very  happy  compro- 
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mise  between  the  two  systems.  Tlie  pension  plan  has 
been  adopted  as  the  basis  or  regular  mode  of  procedure ; 
but  it  is  provided  that,  after  the  amount  of  the  pension 
has  been  definitely  determined,  the  beneficiary  can  de- 
mand that  the  pension  be  reduced  one-fourth,  and  there  be 
paid  to  him  in  cash  a  sum  equal  to  one-fourth  the  sum 
necessary  to  constitute  the  capital  for  the  payment  of  the 
pension,  calculated  according  to  the  tables  prepared  for 
this  purpose  by  the  national  old  age  pension  fund  Qcaisse 
dea  retraites  pour  la  vieillesse).  The  workingman  entitled 
to  the  pension  can  also  demand  that  it,  or  the  sum  remain- 
ing after  a  one-fourth  deduction  has  been  made  as  above, 
be  converted  into  an  annuity  revertible  upon  his  death  to 
his  wife.  In  this  case,  of  course,  the  value  of  the  pension 
is  reduced  so  that  no  augmentation  of  the  charges  placed 
upon  the  employer  will  result.  This  is  a  very  useful 
device.  The  injured  workman  will  thus  not  only  receive 
the  pension  during  his  life,  but  on  his  death  his  wife,  if 
she  survives  him,  will  continue  to  receive  it. 

In  connection  with  this  question  of  the  manner  in 
which  the  benefits  are  paid,  the  act  contains  important 
provisions  by  which  the  employers  can  in  great  part  re- 
lieve themselves  of  the  actual  work  of  paying  the  benefits. 
France,  as  is  well  known,  possesses  a  very  efficient  system 
of  mutual  aid  societies,  through  the  medium  of  which  a 
great  many  workmen  are  insured  against  sickness  and 
slight  accidents,  usually  assimilated  with  accidents.  Em- 
ployers of  labor  have  done  a  great  deal  in  tKe  way  of 
encouraging  the  work  of  these  organizations  by  aiding 
their  employees  to  create  and  maintain  societies  of  this 
order,  to  which  they  have  often  been  liberal  contributors. 
In  all  proposed  action  concerning  workingmen's  insurance 
or  accidents.to  labor,  great  care  has  been  taken  to  inter- 
fere in  no  way  with  their  operation,  but,  if  possible,  to 
make  use  of  and  encourage  their  development.  The  pres- 
ent act,  therefore,  contains  the  important  provision  that 
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employers  can  relieve  themselves  of  the  burden  of  taking 
care  of  all  minor  accidents  or  those  causing  an  incapacity 
to  labor  not  exceeding  ninety  days  (a  class  which  includes 
the  great  majority  of  accidents)  by  turning  over  this  work 
to  a  mutual  aid  society  organized  among  their  employees 
or  of  which  the  latter  are  members.  The  conditions 
under  which  this  can  be  done  are :  that  the  constitution 
of  the  society  must  conform  to  the  model  approved  by  the 
government;  that  the  employer  shall  pay  a  certain  propor- 
tion of  dues  as  agreed  upon  between  him  and  his  em- 
ployees,  but  which  cannot  be  less  than  one-third;  and 
that  the  societies  furnish  in  all  cases  of  accidents  requir- 
ing indemnities  medical  and  pharmaceutical  aid  and  a 
daily  benefit  equal  to  one-half  of  the  victim's  wages,  or,  if 
not,  that  the  employer  add  enough  to  bring  the  benefits 
up  to  that  amount. 

This  permission  accorded  by  the  law  is  a  very  beneficial 
one.  A  considerable  number  of  employers  are  already 
practically  fulfilling  these  conditions.  A  great  deal  of 
detail  of  management  is  got  rid  of  by  the  employer,  and 
misunderstandings  and  controversies  regarding  benefits 
are  both  less  likely  to  occur  and  are  more  easily  settled 
when  they  do  arise.  Finally,  the  effect  upon  the  working- 
men  themselves  is  good,  as  they  are  encouraged  to  increase 
the  amount  of  the  benefits  that  they  will  receive  if  injured 
by  making  themselves  regular  payments  to  their  societies. 

A  somewhat  similar  method  of  providing  for  the  pay- 
ment of  the  more  important  pensions  which  are  granted 
in  the  case  of  permanent  invalidity  or  death  can  also  be 
followed  by  the  employer.  The  employer,  in  case  the 
payment  of  a  pension  is  decreed,  cannot  be  required  to 
set  aside  a  capital  sum  sufficient  according  to  actuarial 
calculations  to  provide  for  the  payment  of  the  pension, 
but  can  make  the  payments  as  they  become  due  out  of  his 
general  funds.  If,  however,  he  desires  to  relieve  himself 
once  for  all  from  this  liability,  he  can  do  so  by  paying  to 
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the  ca%%»e  nationale  des  retraites  pour  la  vieillesse  such  a 
capital  sum ;  and  the  latter  institution  will  thenceforward 
assume  the  payment  of  the  pension.  To  accomplish  this 
duty,  the  caisse  is  required  within  six  months  from  the 
date  of  this  act  to  prepare  a  schedule  of  charges,  taking 
account  of  the  mortality  of  the  victims  of  accidents  and 
their  heirs. 

The  question  of  devising  means  for  making  the  pay- 
ment of  the  benefits  absolutely  certain  and  immediate  — 
a  problem  solved  by  Germany  and  Austria  by  means  of 
compulsory  insurance  —  has,  as  we  have  seen,  been  the 
source  of  greatest  difficulty  for  the  French  legislature. 
The  Chamber  of  Deputies  believed  that  this  could  only  be 
accomplished  through  compulsory  insurance,  while  the 
Senate  desired,  if  possible,  to  avoid  this  necessity.  The 
Senate  has  finally  carried  its  point.  The  employers  have 
not  been  compelled  to  contract  insurance  for  the  benefit 
of  their  employees.  To  make  the  payment  of  the  bene- 
fits certain,  however,  the  following  system  of  guarantees 
has  been  created :  — 

For  the  payment  of  the  medical  and  funeral  expenses 
and  the  benefits  allowed  in  cases  of  temporary  incapacity, 
the  victims  have  a  lien  on  the  property  of  the  employers. 
For  the  payment  of  the  pensions  accorded  to  those  suffer- 
ing from  permanent  incapacity  or  to  the  heirs  of  work- 
ingmen  killed  by  accident,  a  more  serious  system  is  pro- 
vided. Here  the  State  itself  undertakes  to  guarantee 
their  payment.  It  is  provided  that,  if  the  employer,  or 
the  company  through  which  he  has  contracted  insurance, 
fails  to  pay  the  pension  due,  such  pension  will  be  paid  by 
the  caisse  nationale  des  retraites  pour  la  vieillesse.  For 
this  purpose  there  will  be  accumulated  in  this  institution 
a  special  guarantee  fund,  to  be  supported  by  a  special 
tax  upon  the  manufacturers  and  employee  in  the  form 
of  4  centimes  additional  to  the  impSt  des  patentes^ —  the 
French  business  tax, — and,  in  the  case  of  mine  operators. 
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of  a  tax  of  5  centimes  per  hectare  of  mine  field  conceded 
to  them  for  exploitation. 

In  all  cases  where  the  bank  has  to  assume  the  payment 
of  a  pension,  it  is  given  the  right  and  is  directed  to  pro- 
ceed against  the  defaulting  employer  or  insurance  com- 
pany, by  an  action  at  law,  to  recover  the  amount  paid  on 
his  or  its  behalf.  The  exact  organization  of  this  service 
in  the  national  insurance  bank  will  be  determined  by  sub- 
sequent administrative  orders.  It  is,  furthermore,  pro- 
vided that  all  companies  or  societies  undertaking  the 
insurance  of  employers  against  the  risks  comprehended 
by  this  act  shall  be  subject  to  the  oversight  and  control 
of  the  government,  and  may  be  required  by  the  latter  to 
maintain  such  reserve  funds  as  are  deemed  to  be  proper. 
The  expense  of  this  oversight  will  be  defrayed  by  means 
of  contributions  required  from  the  companies  supervised 
as  determined  by  the  minister  of  commerce. 

Finally,  in  case  an  employer  for  any  reason  goes  out  of 
business,  it  becomes  obligatory  upon  him  to  pay  to  the 
caisse  nationale  a  sum  sufficient  to  contain  the  payments 
of  the  pensions  for  which  he  is  liable,  unless  he  can  fur- 
nish a  guarantee  of  its  payment,  the  nature  of  which  will 
be  determined  by  a  general  administrative  order  yet  to 
be  issued. 

The  administrative  details  concerning  the  methods  by 
which  accidents  are  reported,  and  the  exact  amount  of 
the  benefits  fixed,  present  no  features  of  general  interest, 
and  can  be  briefly  passed  over.  The  responsibility  for 
reporting  accidents  rests  upon  the  employer.  He  is  re- 
quired, under  penalty  of  fine  in  case  of  non-compliance, 
to  report  to  the  mayor  of  the  commune  in  which  the  acci- 
dent occurred  all  accidents  causing  a  workingman  to  be 
unable  to  perform  his  work  for  forty-eight  hours,  giving 
specified  details  concerning  each  accident.  In  case  the 
return  shows  that  death  or  permanent  incapacity  to  labor 
either  has  resulted  or  is  likely  to  result,  the  mayor  must 
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immediately  communicate  with  the  justice  of  the  peace  of 
the  canton,  which  latter  official  must  then  begin  an  inves- 
tigation concerning  the  causes,  nature,  and  extent  of  the 
injury  and  the  daily  and  annual  wages  of  the  sufferer  or 
deceased.  In  doing  this,  he  may,  if  necessary,  call  in 
the  assistance  of  an  expert.  Unless  a  material  impossi- 
bility, this  inquiry  should  be  closed  within  ten  days  from 
the  occurrence  of  the  accident,  and  the  results  trans- 
mitted to  the  president  of  the  civil  tribunal  of  the  arron- 
dissement. 

All  controversies  relative  to  the  funeral  and  medical 
expenses  and  the  benefits  granted  in  the  case  of  tem- 
porary incapacity  are  settled  finally  by  the  justice  of  the 
peace  of  the  district.  In  regard  to  the  other  indemnities 
or  pensions  the  president  of  the  civil  tribunal  must, 
within  five  days  after  the  transmission  of  the  documents 
to  him,  as  described  above,  call  before  him  the  employer 
and  the  injured  workingman,  or  his  representatives.  If 
an  agreement  concerning  the  amount  of  the  indemnity 
can  be  reached,  the  amount  is  then  definitely  fixed.  If 
such  accord  cannot  be  reached  immediately,  a  proceeding 
similar  to  a  regular  action  at  law  must  be  had ;  and  an 
appeal  can  be  taken  from  the  decision  rendered,  according 
to  the  ordinary  rules  of  law. 

In  the  opening  paragraph  of  this  article  the  effort  was 
made  to  indicate  the  significance  of  the  new  law  of 
France  which  we  have  been  considering.  It  lies  not  so 
much  in  the  fact  that  it  is  an  example,  however  interest- 
ing, of  the  economic  policy  of  a  single  country,  as  that  it 
is  a  typical  illustration  of  a  great  movement  which  during 
the  past  ten  years  has  swept  over  England  and  the  con- 
tinent of  Europe,  completely  changing  the  time-honored 
policy  of  the  most  advanced  nations  concerning  a  question 
of  deep  importance.  France  has  joined  Germany,  Aus- 
tria, Great  Britain,  and  Norway  in  the  indorsement  of  the 
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principles  underlying  the  system  so  boldly  inaugurated 
by  the  first  of  these  countries, —  that  the  compensation  of 
injured  workingmen  should  be  compulsory  upon  their 
employers.  Thus  in  all  these  countries  the  position  so 
long  striven  for,  that  the  bui*dens  entailed  by  industrial 
accidents  should  be  made  to  constitute  a  normal  item  in 
the  cost  of  operation  or  production,  and  thus  to  be  borne 
by  the  employers,  has  been  unequivocally  established.* 

A  brief  comparison  of  the  French  act  with  those  of 
other  countries  with  which  it  is  so  akin  will  enable  us 
still  further  to  understand  the  essential  features  of  the 
movement  and  the  points  peculiar  to  the  French  act  also. 
The  French  act  is,  in  almost  every  respect,  more  similar 
to  that  of  Great  Britain  than  to  those  of  Germany  and 
Austria.  The  two  former,  indeed,  have  little  in  common 
with  the  latter  beyond  their  indorsement  of  the  funda- 
mental principle  of  the  compulsory  compensation  of  work- 
ingmen. Even  in  this  particular  there  is  an  important 
difference.  The  German  and  Austrian  laws  are  the  more 
advanced  measures  as  regards  the  adoption  of  this  princi- 
ple, the  only  exception  to  the  right  of  an  indemnity  being 
where  the  accident  was  intentionally  brought  about  by 
the  victim.  England,  in  addition  to  this  provision,  makes 
the  further  exception  of  accidents  caused  by  *^  serious  and 
wilful  misconduct";  and  France,  as  we  have  seen,  per- 
mits the  serious  and  *^ inexcusable  fault"  of  either  the 
employer  or  employee  to  influence  to  some  extent  the 
amount  of  the  indemnity.  These  qualifications  on  the 
part  of  the  French  and  English  acts,  it  seems  to  me,  are 
much  to  be  regretted.  Though  apparently  equitable,  they 
throw  open  the  door  to  litigation,  and  tend  to  create  fric- 
tion between  labor  and  its  employer,  which  it  is  one  of 
the  purposes  of  the  acts  to  remove.  Much,  however,  will 
depend  upon  the  spirit  in  which  the  acts  are  administered 

*I]i  the  case  of  Austria  the  alight  exception  ehonld  be  made  that  one- 
tenth  of  the  f  nnds  neoessary  for  the  payment  of  the  benefits  is  ooUeoted  from 
the  workingmen  by  dedaotionB  made  from  their  wages. 
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The  most  important  difference,  however,  between  the 
two  systems  is  that  the  principle  of  compulsory  insurance, 
so  important  a  feature  of  the  German  and  Austrian  laws, 
was  rejected.  Both  France  and  England  were  unwilling 
to  incorporate  in  their  legislation  provisions  requiring 
such  an  enormous  extension  of  the  activities  of  the  State, 
with  the  consequent  necessity  for  the  organization  of  a 
complex  administrative  system  and  the  increase  of  govern- 
mental bureaucracy.  At  the  same  time  the  great  desira- 
bility of  insurance,  and  the  important  part  that  it  can 
play  in  the  successful  operation  of  the  law,  was  fully 
recognized.  The  principle  of  compulsion  was  only  re- 
jected because  it  was  firmly  believed  that  the  employers 
would  themselves  see  the  necessity  and  usefulness  of  in- 
surance, and  would  voluntarily  organize  institutions  for 
this  purpose. 

Both  the  French  and  English  acts,  therefore,  specifically 
provide  for  this  action  on  the  part  of  the  employers.  The 
French  system  proposes  to  make  use  of  existing  institu- 
tions in  her  excellent  %ociStS%  de  secours  mutuel  for  all 
minor  accidents,  and  her  caisse  national  des  retraites  pour 
la  vieiUesse  for  indemnities  in  the  nature  of  pensions  run- 
ning a  number  of  years.  In  addition  to  this  the  employ- 
ers are  left  at  perfect  liberty  to  take  such  action  as  they 
may  deem  desirable  in  the  way  of  insuring  themselves 
against  these  risks  either  in  private  companies  or  by  the 
formation  of  mutual  insurance  institutions.  Thus  the 
operation  of  such  admirable  institutions  as  the  caisse  synr 
dicale  d^aasurance  mutuelle  des  forges  de  France  is  in  no 
way  interfered  with,  and  their  members  can  continue  to 
perform  the  obligations  imposed  by  the  act  through  these 
or  similar  institutions. 

The  result  of  the  act  undoubtedly  will  be  greatly  to 
encourage  the  organization  of  voluntary  mutual  insurance 
societies  by  employers  of  the  same  industry  or  locality. 
Indeed,  in  a  way  the  success  of  the  act  depends  upon  the 
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extent  to  which  this  is  done.  In  thus  trusting  first  to 
private  initiative,  France  and  England  have  played  the 
part  of  wisdom  and  discretion.  The  question  of  insur- 
ance is  one  that  can  easily  be  left  to  future  action.  The 
important  point  is  to  establish  the  basis  of  compulsory 
compensation  for  accidents.  If  experience  demonstrates 
that  this  is  not  sufficient,  additional  legislation  concerning 
insurance  can  easily  be  had. 

The  two  important  points  of  compulsory  compensation 
and  compulsory  insurance  have  here  been  given  full  con- 
sideration. Other  features  are  matters  of  detail  and 
minor  importance.  As  regards  the  form  of  the  benefit, 
England  has  adopted  the  system  of  the  payment  of  a 
lump  sum  in  final  liquidation  of  all  claims,  though  provid- 
ing that  this  sum  can  be  used  for  the  purchase  of  an 
annuity  from  the  National  Debt  Commissioners;  while 
France  has  adopted  the  reverse  by  making  the  annuity 
system  the  normal  mode  of  settlement.  The  cause  for 
this  difference  lies  in  the  different  temperaments  and 
habits  of  the  people  of  the  two  countries. 

In  both  countries,  as  well  as  in  Germany  and  Austria, 
the  amount  of  the  indemnity  is  determined  by  the  usual 
wages  of  the  sufferer,  and,  what  is  of  great  importance, 
is  as  far  as  possible  definitely  fixed  in  advance  by  the  law 
itself.  In  all,  also,  the  system  of  determining  the  amount 
of  the  indemnity  according  to  the  degree  of  incapacity 
rather  than  by  attempting  to  draw  up  a  scale  of  benefits 
according  to  the  specific  kind  of  injury  received  has  been 
followed. 

The  French  act,  it  will  be  observed,  applies  to  all  mine 
and  quarry  employees.  This  in  no  way  conflicts  with  the 
miners'  compulsory  insurance  act  of  June  29, 1894.  That 
act  made  it  obligatory  upon  mine  operators  to  insure  all 
pf  their  workingmen  against  sickness  through  mutual  aid 
societies,  and  against  old  age  through  the  national  old 
age  insurance  bank  or  through  specially  created  funds. 
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The  present  law,  therefore,  completes  this  scheme  by 
making  it  equally  compulsory  upon  mine  operators  to 
proyide  for  the  compensation  of  their  employees  injured  by 
accidents.  In  doing  so,  they  are  allowed  to  make  use  of 
the  institutions  now  used  for  sick  and  old  age  insurance. 

In  concluding  this  analysis,  mention  should  be  made  of 
a  point  in  which  the  act  seems  to  be  open  to  criticism.  A 
vaJuable  body  of  statistical  data  concerning  the  frequency 
of  accidents  —  their  causes,  nature,  and  results  —  will  come 
into  existence  as  the  result  of  the  enforcement  of  the  act* 
It  is  very  desirable  that  this  material,  as  well  as  that 
showing  the  extent  to  which  insurance  is  practised,  should 
be  colle.cted  and  made  public.  It  is  also  a  matter  of 
practical  importance  to  determine  the  financial  burdens 
thrown  upon  employers  in  the  different  industries  by  the 
new  system.  ^  The  act,  however,  seems  to  make  no  pro- 
vision for  the  centralization  and  publication  of  this  infor- 
mation or  the  showing  in  any  way  of  the  results  of  the 
operation  of  the  act.  Under  the  French  system  of  legis- 
lation however,  a  law  frequently  but  lays  down  a  general 
rule,  leaving  the  details  to  be  supplied  by  subsequent  ad- 
ministrative orders  or  decrees.  It  is  possible,  therefore, 
that  this  point  has  not  been  neglected,  and  that  the  results 
will  be  published  in  some  way. 

William  Fbasklts  Willoughby. 

United  States  Department  of  Labor, 
Washington. 
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Pebhaps  no  companies  coming  under  the  designation 
of  "  municipal  monopolies  "  offer  a  more  profitable  or  in- 
teresting subject  of  study  than  the  gas  companies.  None 
could  well  come  into  closer  contact  either  with  the  muni- 
cipal government  or  with  the  public  at  large.  All  scien- 
tific students  of  modern  social  and  economic  conditions^ 
recognizing  gas  as  a  necessity  of  our  present  civilization, 
admit  that  the  gas  supply  must  be  in  the  hands  either 
of  the  public  or  of  a  private  monopoly  under  strict  public 
control.  The  belief  that  competition  works  advanta- 
geously in  the  supply  of  this  and  similar  services  has  long 
been  abandoned  by  careful  observers  ;  but,  unfortunately, 
the  general  economic  ignorance  of  the  mass  of  voters^ 
played  upon  by  interested  promoters  and  speculators,  has 
kept  the  legislative  world  from  accepting  the  doctrine  of 
monopoly  in  this  industry.  The  fact  that  the  gas  busi- 
ness is  highly  technical  gives,  according  to  American 
practices,  an  excellent  opportunity  for  the  corporations 

*  The  chief  sonrceB  of  information  on  this  subject  are :  — 

(1)  The  reports  of  hearings  on  lighting  bills,  held  by  legislatiye  commit- 
tees daring  the  sessions  of  1884, 1885  (two  committees),  1886,  1887  (two  com- 
mittees), 1888, 1889, 1890, 1891, 1894, 1896,  and  1897.  Except  for  the  yeais  1896 
and  1897,  these  have  all  been  printed.  In  every  case  the  counsel  on  both 
sides  have  printed  their  arguments  in  full.  The  report  for  1886  includes  the 
report  of  a  special  inrestigation  by  the  State  Board  of  Health  on  water  gas. 

(2)  The  special  iuTsstigation  by  order  of  the  legislature  of  1893  on  the 
alleged  illegal  action  and  relations  of  certain  of  the  Boston  companies  (House 
Document  1008  of  1893).  This  makes  a  Tolume  of  more  than  1000  pages,  and 
is  a  yeritable  mine  of  information. 

(3)  The  annual  reports  since  1861  of  the  State  Gas  Inspector,  and  the  an- 
nual reports  since  1886  of  the  Board  of  Gas  and  Electric  Light  Commissioners. 

The  technical  journals  of  the  gas  industry  and  the  complete  files  of  aU  the 
Boston  dailies  for  the  last  thirteen  years,  as  weU  as  the  miscellaneous  litersr 
ture  on  the  subject,  hare  been  consulted ;  but  erery  material  statement  of  fact 
is  based  on  sworn  testimony  or  official  record. 
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conducting  the  business  to  keep  their  accounts  secret,  and 
then  make  vague  and  unconfirmed  claims  as  to  the  cost  of 
manufacturing  and  as  to  the  importance  of  new  inven- 
tions, discoveries,  and  processes. 

So  far  as  my  observation  goes,  no  other  single  portion 
of  municipal  experience  shows  in  such  glaring  light  the 
weakness  of  American  governments,  and  at  the  same  time 
illustrates  so  many  important  phases  of  the  problem  of  the 
management  and  control  of  private  corporations,  as  the 
history  of  the  gas  supply  of  Boston  and  the  manipulation 
of  the  stocks  and  debts  of  the  companies  engaged  in  it. 
The  handling  of  Boston  gas  securities  by  foreign  (».«., 
extra-state)  corporations,  organized  expressly  for  that  pur- 
pose, makes  a  distinct  and  remarkable  chapter  in  the 
development  of  the  business  corporation  and  trust  The 
history  of  the  financiering  of  these  companies,  with  all 
their  evasions  and  circumventions  of  law,  is  doubly  inter- 
esting, in  view  of  the  fact  that  Massachusetts  is  recognized 
as  second  to  no  State  in  the  Union  either  in  the  intelli- 
gence and  high  character  of  her  citizenship  and  legplslature 
or  in  the  care  with  which  she  drafts  and  enforces  her  laws. 
The  fact  that  these  things  go  on  in  Massachusetts  is  note- 
worthy also  from  the  fact  that  she  alone  of  all  the  States 
has  established  an  able,  honest,  and  permanent  State  com- 
mission, whose  duty  it  is  not  only  to  see  that  the  gas 
companies  conform  to  all  the  laws  of  the  State,  but  also, 
within  a  very  wide  discretion,  to  protect  the  consumer 
against  wrong  and  injustice  where  no  law  protects  him. 
It  is  but  fair  to  say  at  this  point  that  the  events  of  which 
I  write  began  before  the  Gas  Commission  was  established 
in  1886 ;  but  they  have  continued  since  that  date.  More- 
over, it  may  be  said  here,  further,  that,  notwithstanding 
the  unsatisfactory  condition  of  the  gas  situation  in  Boston 
to-day,  the  history  of  the  attempts  of  the  State  of  Massa- 
chusetts to  control  her  gas  companies  during  the  last  thir- 
teen years  offers  not  only  some  of  the  most  interesting. 
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but  also  some  of  the  most  promising  experiments  in  the 
annals  of  our  American  commonwealths. 

In  the  present  paper  I  propose  to  discuss  some  points  in 
this  exceptionally  unique  history. 

The  Boston  Gas  Light  Company  was  organized  by 
special  charter  in  1822,  with  a  capital  stock  of  $75,000. 
After  the  customary  diseases  of  failure,  reorganization, 
and  the  like,  to  which  infant  corporations  in  those  days 
were  subjec^t,  it  settled  down  in  1836  to  supply  Boston 
proper  with  gas.  With  increase  of  business  came  increase 
of  capital  by  special  legislative  permission.  In  1874  the 
company  found  itself  with  a  paid  up  share  capital  of 
$2,500,000,  and  authority  to  add  a  million  to  this  at  its 
pleasure.  But  this  authority  has  never  been  used,  and 
the  capital  stands  to-day  where  it  did  in  1874.  In  1861 
the  State  established  the  office  of  State  Gas  Inspector,  and 
provided  for  the  first  official  inspection  in  this  country  of 
the  lighting  power  and  purity  of  all  gas  sold  in  the  State. 
By  an  act  of  1852  the  Boston  company  was  required  to 
sell  any  new  issues  of  stock  for  cash,  and  not  below  par. 
A  similar  provision  was  introduced  into  the  general  law 
of  1868.  This,  also,  forbade  the  payment  of  dividends  in 
anything  but  cash,  and  prohibited  the  paying  of  cash  divi- 
dends from  the  proceeds  of  the  sale  of  stock.  The  act  of 
1868  was  followed  by  that  of  1878,  requiring  all  increase 
in  the  capital  stock  of  existing  companies  to  be  sold  at 
auction. 

From  time  to  time  proposed  new  companies  sought 
from  the  city  and  the  State  the  privilege  of  entering  into 
competition  with  the  Boston  company  in  the  territory  al- 
ready occupied  by  it.  Until  1884  —  almost  two  genera- 
tions after  the  founding  of  the  Boston  company  —  no 
attempts  at  actual  competition  were  made.  But  new 
companies  were,  chartered  by  the  State,  with  rights  of 
operating  in  Boston  and  its  suburbs,  subject  to  the  con- 
sent of  the  local  authorities  controlling  the  streets.     The 


Digitized  by 


Googk 


422  QUARTERLY  JOURNAL  OF  ECONOMICS 

outcome  of  this  waa  the  organization  and  operation  of 
several  suburban  companies,  some  of  which  are  now 
wholly  within  the  corporate  limits  of  the  city.  If  the 
territory  of  any  one  of  these  overlapped  that  of  the  Boston 
company,  the  two  came  to  an  understanding,  by  which 
the  Boston  company  remained  in  exclusive  control  of  the 
city  and  the  new  company  of  the  suburb.  For  instance, 
when  the  Roxbury  company  was  established,  the  Boston 
company  sold  its  pipes  in  Roxbury  to  the  new  company. 
Thus  any  actual  paralleling  of  pipes  was  avoided. 

This  process  continued  until  1874,  when  there  were  in 
all  seven  companies  within  the  corporate  limits  and  one 
without  the  city,  supplying  gas  to  Boston  each  in  a  sepa- 
rate district.  These  companies  had  share  capital  —  all 
supposed  to  have  been  paid  in  cash  in  full  —  and  mains, 
as  follows :  — 

orvaniMnon.      Capital.  pipe. 

Boflton  Company 1822  $2,500,000  105 

Charlestown  Company 1846  500,000  25 

Roxbury  Company 1852  600,000  48 

South  Boston  Company 1858  440,000  21 

East  Boston  Company 1853  220,000  10 

Jamaica  Plain  Company 1858  178,000  18 

Dorchester  Company 1854  400,000  33 

$4,833,000         2^ 

In  addition  to  the  above  the  Brookline  company,  organ- 
ized in  1853  with  a  total  capitalization  in  1874  of  $350,- 
000,  had  the  right,  after  1854,  of  supplying  the  Brighton 
district  of  Boston  with  gas.  Meantime  something  like  a 
dozen  additional  companies  had  been  organized,  but  after 
an  ephemeral  existence  had  disappeared,  leaving  no  traces 
behind. 

The  Boston  company  was  at  this  time  selling  612  mill- 
ion feet  of  gas  at  a  nominal  price  of  $2.50  per  thousand ; 
but  reductions  for  public  lighting  and  rebates  to  large 
private  consumers  brought  the  net  average  down  to  $2.89 
per  thousand.      The  six  minor  companies  were  together 
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selling  281  million  feet  at  prices  ranging  from  three  to 
four  dollars  per  thousand.  All  the  companies  were  paying 
dividends  of  from  8  to  10  per  cent,  annually.  The  Boston 
company  had  for  many  years  paid  10  per  cent.,  with  11 
per  cent,  for  a  single  year.  In  addition  to  this  dividend 
the  company  was  adding  to  its  plant  from  year  to  year 
from  its  surplus  earnings. 

About  this  time  great  improvements,  tending  to  cheapen 
the  cost  of  manufacturing  gas,  were  taking  place  every- 
where, and  wealth  and  population  were  rapidly  increasing. 
It  was  plain  therefore  that  if  these  companies  could  hold 
their  respective  fields  and  maintain  traditional  prices, 
their  prospects  for  large  gains  without  the  necessity  of 
great  enterprise  were  very  good. 

Under  these  circumstances,  especially  when  so-called 
competition  was  rife  elsewhere  in  this  business,  it  is  not 
strange  that  attempts  to  form  competing  companies  be- 
came frequent  and  persistent.  It  goes  without  saying, 
too,  that  the  complaints  against  the  old  companies,  neces- 
sary to  pave  the  way  for  the  new  ones,  were  carefully 
cultivated  by  interested  parties.  Public  hearings  in  favor 
of  a  new  competing  company  were  given  as  early  as  1867. 
In  1874  a  new  company  was  actually  organized,  with  an 
authorized  share  capital  of  $1,000,000.  The  board  of 
aldermen  held  long  public  hearings  on  the  advisability  of 
permitting  this  company  to  compete.  The  report  of  these 
hearings  was  considered  of  enough  importance  to  be 
printed  in  full  (229  pages).  As  usual  in  such  cases,  the 
new  company  set  forth  the  beauties  of  competition  as  the 
only  means  of  procuring  cheap  gas,  and  vaunted  new 
processes  by  which  it  would  be  enabled  to  sell  gas  at 
$2.00  instead  of  12.50  per  thousand  feet.  There  was  no 
pretence  that  the  Boston  company  was  corrupt  or  a 
violater  of  any  law.  But  the  cry  was,  "Down  with  mo- 
nopoly ! "  It  was  said  that  the  Boston  company,  having 
what  it  considered  a  sure  and  rich  monopoly,  was  under 
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no  inducement  to  adopt  new  processes  or  means  of  cheap- 
ening the  cost  of  manufacture,  and  consequently  would 
never  lower  the  selling  price.  The  management  was  de- 
clared to  be  ultra-conservative  and  even  antiquated.  The 
petition  of  the  new  company  was  denied,  but  the  pressure 
of  outside  interests  for  an  entrance  into  the  Boston  gas 
field  was  so  great  that  the  city  government  in  1877  ap- 
pointed an  excellent  commission  of  three  persons  to  con- 
sider the  whole  question  of  the  relation  of  the  public  to 
the  gas  supply.  A  liberal  appropriation  was  made  for  the 
purposes  of  this  investigation.  The  commission,  consist- 
ing of  Mr.  C.  F.  Choate,  Mr.  John  F.  Osgood,  and  Dr. 
E.  S.  Wood,  presented  an  elaborate  and  highly  creditable 
printed  report,  based  on  a  thorough  study  of  the  general 
nature  and  theory  of  the  business,  and  on  all  the  facts 
obtainable  under  our  practice  of  allowing  corporations  of 
this  kind  to  regard  their  books  and  accounts  as  strictly 
private.  The  conclusions  of  the  commission  are  in  keep- 
ing with  the  best  theoretical  views  which  have  been 
reached  to  our  own  time.  The  commission  showed  the 
impossibility  of  effective  competition,  set  forth  the  neces- 
sity of  monopoly,  and  recommended  control  of  the  monop- 
oly, through  strict  publicity  of  accounts,  by  means  of  an 
independent  and  impartial  commission.  While  not  indors- 
ing public  ownership  as  a  desirable  solution  of  the  problem, 
the  commission  recommended  that  the  city  seek  &om  the 
State  the  authority  to  establish  its  own  gas  plant,  as  a 
menace  to  bring  the  companies  to  terms  and  keep  them  in 
check  until  permanent  and  effective  means  of  control 
could  be  perfected. 

Here  the  matter  rested  until  1884,  when  a  new  company, 
organized  under  the  general  law,  was  kept  out  by  the  veto 
of  Mayor  Martin.  This  company  never  did  any  business, 
but  the  organization  was  maintained ;  and  after  several 
transfers  the  ownership  passed  to  the  Bay  State  Gas 
Company,  of  which  more  hereafter. 
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So  far,  although  the  gas  companies  had  wisely  refrained 
from  attempts  at  competition,  they  had  been  owned  at 
home,  and  controlled  and  managed  by  those  amenable  to 
local  opinion.  They  had,  further,  in  all  essentials  kept 
the  spirit  as  well  as  the  letter  of  the  law. 

Meanwhile  discoveries  had  been  made  elsewhere,  enab- 
ling gas  to  be  mdde  by  the  decomposition  of  water  instead 
of  by  the  distillation  of  coal.  This  process  was  so  much 
cheaper  than  the  old  ones  that  a  revolution  in  the  whole 
industry  was  inevitable.  Any  large  city  could  now  oflFer 
an  enormous  harvest  to  the  owner  of  water  gas  patents. 
Consolidation  of  corporations  of  all  sorts  had  already  be- 
come the  order  of  the  day.  Besides  this  the  owner  of 
such  patents  now  had  a  key  which  was  certain  to  effect 
an  entrance  to  almost  any  gas  field  under  the  claim  of 
cheaper  processes.  At  the  same  time  the  new  process 
was  so  little  known  to  the  general  public  that  the  owners 
alone  could  have  any  idea  of  what  would  be  a  fair  price 
for  gas  made  by  that  process. 

In  1884  Mr.  J.  Edward  Addicks,  of  Philadelphia,  ap- 
peared  upon  the  scene  in  Boston  with  strong  financial 
backing,  and  fairly  loaded  down  with  water  gas  patents. 
In  December  of  that  year  he  formed  the  Bay  State  Gas 
Company  of  Massachusetts,  with  a  capital  stock  of  $500,- 
000,  the  maximum  allowed  under  the  general  law  of  1879. 
A  new  era  in  the  municipal  history  of  Boston  began  when 
this  company  sought  permission  to  lay  pipes  throughout 
the  whole  city.  Permission  was  finally  voted  by  the 
board  of  aldermen,  7  to  6,  after  incorporation  of  an 
amendment  offered  by  Mr.  Hart,  afterwards  mayor,  to  the 
effect  that  the  permission  was  conditioned  on  the  accept- 
ance of  the  agreement  on  the  part  of  the  company  actually 
to  parallel  all  the  gas  pipes  in  Boston.  The  mayor  ap- 
proved this  vote  on  February  16,  1885.  On  the  same  day 
the  company  filed  its  acceptance  with  the  city,  stating 
that  it  ^^  agrees  that  it  will  at  once  commence  laying  pipe 
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in  every  section  of  Boston,  and  will  not  stop  the  work 
until  it  has  laid  pipe  in  every  street,  lane,  and  highway  in 
which  gas  pipes  are  now  laid."  A  vigorous  effort  was 
made  in  the  board  of  aldermen  to  fix  the  maximum  price 
of  gas  at  $1  by  this  ordinance,  but  the  amendment  to  that 
effect  was  lost. 

In  1880,  probably  at  the  instigation  of  the  coal  gas 
companies,  but  upon  the  suggestion  of  the  State  Gas  In- 
spector, the  legislature  had  passed  an  act  prohibiting  the 
sale  of  gas  containing  more  than  10  per  cent,  of  carbonic 
oxide.  This  act  effectually  barred  all  water  gas.  It  was 
passed  without  attracting  any  particular  attention,  and 
apparently  without  any  conception  of  its  true  signifi- 
cance on  the  part  of  the  legislature  or  of  the  public.  The 
statutory  provisions  in  regard  to  the  maximum  capital 
stock  of  gas  companies,  and  the  virtual  prohibition  of  the 
sale  of  water  gas,  made  the  old  companies  feel  reasonably 
safe  at  the  beginning  of  the  Bay  State  enterprise.  But 
the  vigor,  daring,  and  methods  of  the  new  company  soon 
caused  them  to  change  their  minds.  For  the  Bay  State 
Company  let  no  session  of  the  legislature  go  by,  including 
the  one  before  the  company  was  organized,  without  mak- 
ing onslaughts  on  that  body  for  the  permission  to  increase 
the  capital  stock  to  $5,000,000,  to  manufacture  water  gas, 
and  to  lease  and  consolidate  with  all  the  other  companies 
in  Boston.  It  was  probably  the  influence  of  the  different 
gas  companies  at  the  State  House,  from  1884  to  1891, 
more  than  that  of  any  other  interests,  that  called  forth  the 
scathing  denunciation  of  the  lobby  by  Governor  Russell 
in  his  first  inaugural  address,  January  8, 1891,  and  led  to 
the  act  regulating  the  lobby. 

The  subsequent  history  of  the  Bay  State  Company 
shows  that,  although  it  signed  the  agreement  to  compete, 
and  although  the  law  fixed  its  maximum  capital  at  $500,- 
000,  and  forbade  the  sale  of  water  gas,  it  intended  to  con- 
solidate the  companies,  and  then  sell  water  gas,  and  some- 
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where  and  somehow  raise  enough  money  to  carry  out  this 
consolidation.  The  company  began,  almost  as  soon  as  it 
got  its  permit,  to  construct  enormous  plants  for  the  manu- 
facture of  water  gas,  and  to  lay  large  pipes  which  could 
easily  be  connected  with  the  distributing  systems  of  the 
old  companies.  The  old  companies  became  greatly  alarmed 
at  this,  as  well  as  at  the  financial  operations  of  the  Bay 
State,  and  finding  themselves  unable  to  meet  the  cry 
of  cheaper  gas  through  new  processes  and  competition, 
sought  the  protection  of  the  State  in  other  ways.  In  the 
legislative  session  of  1885,  among  an  avalanche  of  bills  for 
controlling  corporations  of  various  sorts,  was  one  for  cre- 
ating a  board  of  gas  commissioners  with  greater  powers  of 
inspection  and  control  over  these  companies  than  any 
other  State  commission  in  any  State  has  ever  been  given 
over  any  kind  of  corporations.  This  bill,  which,  after  a 
most  bitter  struggle,  finally  became  chapter  314  of  the 
Acts  of  1885,  was  drawn  by  the  attorney  of  the  Boston 
Gas  Company,  introduced  into  the  board  of  aldermen  by 
his  brother,  indorsed  by  the  city  government,  and  then  in- 
troduced to  the  legislature  upon  petition  of  the  city  of 
Boston. 

Before  taking  up  the  work  of  this  commission,  let  us 
follow  for  a  time  the  further  activities  of  the  Bay  State 
Company.  By  continuous  and  vigorous  effort  it  overcame 
the  opposition  to  its  various  demands  in  the  legislature 
by  two  acts  approved  on  the  same  day  (May  29, 1888)  so 
far  as  to  obtain  a  virtual  permission  to  make  water  gas 
and  to  increase  its  capital  stock  to  $2,600,000.  The  per- 
mission to  increase  its  capital  stock  made  the  issue  sub- 
ject to  the  general  laws  on  that  subject.  These  conditions 
were  so  stringent  and  so  foreign  to  the  company's  method 
of  doing  business  that  it  never  issued  any  stock  under 
this  act. 

But,  before  the  passage  of  these  acts,  the  company  had 
engaged  in  some  of  the  boldest  and  most  remarkable 
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financiering  to  be  found  in  the  history  of  American  cor- 
porations. On  March  11, 1886,  the  Bay  State  Company, 
by  vote  of  its  directors,  made  a  contract  with  the  founder 
of  the  company,  Mr.  J.  Edward  Addicks,  for  the  construc- 
tion of  its  works  for  the  sum  of  $4,950,000,  of  which 
$450,000  was  to  be  paid  in  cash,  and  $4,^00,000  in  the 
form  of  a  ninety-nine-year  obligation,  bearing  interest  at 
the  rate  of  nine-tenths  of  the  net  earnings  of  the  company. 
This  obligation  was  to  be  exchangeable  for  stock  of  the 
company,  provided  the  legislature  should  authorize  addi- 
tional issues  of  stock.  When  Mr.  Addicks  entered  into 
this  contract  to  build  the  works,  he  owned  more  than  98 
per  cent,  of  the  stock  of  the  company.  The  board  of 
directors  not  only  entered  into  this  contract,  but  at  the 
same  meeting  at  which  they  voted  to  accept  the  terms  of 
the  contract  they  ordered  the  treasurer  to  sign,  seal,  and 
deliver  this  obligation  for  $4,500,000.  Therefore,  when 
this  obligation  was  delivered  on  March  11, 1885,  the  com- 
pany had  none  of  its  capital  stock  paid  in,  had  no  assets, 
and  owed  $4,500,000  for  building  its  works,  on  which  no 
labor  had  yet  been  expended.  The  terms  of  the  contract 
were  such  as  to  allow  the  contractor  to  do  little  or  much 
under  it,  as  he  liked.  It  is  probable  that  the  price  agreed 
upon  was  suflScient  to  pay  for  the  building  of  works  with 
a  capacity  equal  to  half  the  total  supply  of  Boston  at  that 
time,  say  four  and  one-quarter  million  feet,  and  to  parallel 
all  the  pipes  in  the  city.  Instead  of  this  the  contract 
called  for  the  completion  of  the  plants  with  a  maximum 
capacity  of  four  million  feet,  and  the  "  laying  of  at  least 
100  miles  of  mains,"  all  to  be  ready  for  use  not  later  than 
January  1, 1890.  There  were  at  that  time,  in  actual  use 
in  Boston,  from  800  to  850  miles  of  mains. 

This  contract,  entered  into  about  a  month  after  the  per- 
mission to  lay  pipes  in  the  city  was  obtained,  as  well  as 
the  size  and  position  of  pipes  laid,  and  the  petitions  of  the 
company  always  pending  in  the  legislature,  indicates  that 
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not  competition,  but  consolidation,  was  the  aim  of  the  com- 
pany from  the  outset.  Some  years  later  the  attorney  for 
the  company  said  the  company  looked  upon  the  agreement 
exacted  from  it  by  the  board  of  aldermen  as  void  from 
the  beginning,  as  the  company  denied  the  right  of  the 
city  to  attach  conditions  of  any  sort  to  such  a  permit, 
and  that  eminent  special  counsel  supported  this  view.  He 
maintained,  however,  that  the  company  meant  to  compete, 
but  found  the  opposition  of  the  people  to  tearing  up  the 
streets  so  great  that  it  was  forced  to  discontinue  the  lay- 
ing of  pipes  and  to  consolidate  the  companies.  He  went 
further,  and  said  there  had  always  been  great  opposition 
to  opening  the  streets,  citing  as  evidence  especially  the 
establishment  of  the  Oas  Commission,  and  that  parallel- 
ing of  pipes  was  not  only  an  annoyance  to  the  public,  but 
a  wholly  unnecessary  expense, —  a  waste  of  capital.  In 
saying  this,  he  seemed  to  forget  that  the  only  plea  by  which 
the  company  gained  an  entrance  into  the  city  was  that 
such  tearing  up  of  the  streets  was  necessary  in  the  public 
interest.  If  the  aldermen  were  not  convinced  by  this 
plea,  there  must  have  been  good  ground  for  the  suspicion, 
freely  expressed,  that  they  were  not  convinced  at  all,  but 
admitted  the  company  for  considerations  not  made  public. 
Be  that  as  it  may,  the  above  utterance  shows  how  short  is 
the  memory  of  corporation  oflBcers  and  counsel.  The  Bay 
State  Gas  Company,  notwithstanding  the  argument  by 
which  it  gained  admission  to  the  city,  and  the  agreement 
it  signed  in  accepting  its  location,  has  from  that  day  to 
this  had  so  profound  a  respect  for  the  opinions  of  those 
who  are  opposed  to  frequent  opening  of  the  streets,  the 
unnecessary  paralleling  of  pipes  and  duplication  of  plants, 
that  it  has  laid,  in  round  numbers,  but  fifteen  and  one-half 
miles  of  pipes.  That  the  company  took  this  view  of  pipe 
laying  has  probably  been  a  gain  for  the  Boston  gas  con- 
sumer as  well  as  for  the  company. 

Turning  our  attention  for  the  moment  away  from  this 
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contract,  let  us  follow  the  corporate  action  of  the  Bay- 
State  Company.  The  records  of  the  company  show  that 
on  September  8, 1885,  the  capital  stock  of  $500,000  was 
paid  in  cash.  Due  return  of  this  fact  was  made  by  the 
proper  officers  under  oath  to  the  Secretary  of  the  Com- 
monwealth. On  the  same  day,  September  3,  1885,  the 
company  paid  the  Beacon  Construction  Company,  assignee 
of  the  contract  to  build  the  works,  the  sum  of  $450,000 
and  lent  it  $50,000  at  2  per  cent,  interest.  The  trans- 
actions of  September  8  may  have  met  the  technical  provi- 
sion of  law  that  the  share  capital  should  be  paid  in  cash ; 
but,  on  the  face  of  it,  the  payment  was  fictitious,  as  an 
accommodation  check  would  have  served  every  purpose. 

Although  at  this  time  the  contractor  had  assigned  the 
contract  to  the  Beacon  Construction  Company,  he  had 
lost  none  of  his  interest  in  it,  as  he  still  controlled  both 
the  gas  company  and  the  Construction  Company.  The 
net  result  was  that  on  the  evening  of  September  8  the  gas 
company  had  spent  the  money  paid  for  its  share  capital, 
had  no  assets  of  any  kind  except  a  note  for  $50,000,  and 
besides  this  owed  $4,500,000.  In  fact,  the  company  at 
this  time  had  no  office  or  fixed  place  of  business,  and  ap- 
parently no  business  to  be  done.  For  nearly  a  year  after 
this  the  company,  in  its  corporate  capacity,  seems  to  have 
been  in  a  comatose  condition.  The  next  official  action  we 
hear  of  is  on  August  18, 1886.  At  that  meeting  the  di- 
rectors, by  separate  specific  votes,  approved  (1)  the  con- 
tract with  J.  Edward  Addicks  to  build  the  works,  (2) 
the  issue  of  the  $4,500,000  obligation,  (8)  the  payment  of 
the  $450,000  m  cash,  and  (4)  the  loan  of  the  $50,000  to 
the  Construction  Company.  To  make  assurance  doubly 
sure,  it  was  voted,  "that  all  the  acts,  doings,  and  con- 
tracts of  the  directors  of  the  company  during  the  years 
1884, 1885,  and  1886,  be,  and  the  same  are  hereby,  ratified, 
confirmed,  and  approved."  This  was  not  a  meeting  of 
the  stockholders,  but  of  the  directors,  who  were  thus  rati- 
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fying  and  approving  their  own  acts.  As  the  company 
had  virtually  no  assets  and  was  apparently  waiting  for  the 
completion  of  the  work  of  the  Construction  Company,  its 
official  action  for  some  years  does  not  concern  us.  The 
records  of  this  period  show  no  activity  save  in  regard  to 
pending  legislation  along  the  lines  already  suggested.  It 
may  be  noted,  however,  that,  notwithstanding  the  small 
amount  of  assets  and  of  business  to  be  done,  the  treas- 
urer was  ordered  on  July  15, 1887,  to  pay  each  of  the  two 
attorneys  of  the  company  110,000,  and  on  September  18, 
1887,  the  salary  of  the  treasurer  was  fixed  at  $6,000  per 
annum.  Presumably,  these  payments  were  made  from 
the  proceeds  of  the  $50,000  note. 

At  a  directors'  meeting  held  March  23,  1889,  it  was 
voted  to  accept  the  work  already  done  by  the  Construction 
Company,  as  the  equivalent  of  that  called  for  by  the  con- 
tract. This  vote  expressly  noted  the  fact  that  the  work  done 
was  not  that  provided  for  in  the  contract ;  but  the  officers 
of  the  Construction  Company  (being  the  same  as  the  offi- 
cers of  the  gas  company)  reported  that  what  they  had  done 
had  been  done  as  the  result  of  an  understanding  with  the 
officers  and  stockholders  of  the  gas  company.  Thereupon 
it  was  voted  that  the  contract  had  been  performed  to  the 
complete  satisfaction  of  the  company.  It  was  further  ex- 
pressly voted  that  the  Construction  Company  be  allowed 
to  retain  the  obligation  for  $4,500,000  and  the  $450,000  in 
cash.  On  the  same  day  a  stockholders'  meeting,  by  a 
unanimous  vote,  ratified  this  action  of  the  directors.  It 
was  not  a  very  difficult  thing  for  the  directors,  when  they 
were  once  assembled,  to  get  the  stockholders  together. 
All  the  shares  of  the  company,  except  seven,  had,  almost 
from  the  beginning,  been  held  by  one  person.  The  whole 
history  of  the  company  shows  no  sales  of  the  stock. 

It  is  extremely  difficult  to  estimate  the  cash  value  of  the 
work  done  by  the  Construction  Company,  although  an 
enormous  amount  of  evidence,  under  oath,  has  been  taken 
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from  almost  every  one  connected  with  the  enterprise,  as 
well  as  from  others  supposed  to  be  competent.  The  State 
of  Massachusetts,  for  the  purposes  of  taxation,  supervision, 
and  control,  requires  separate  annual  reports  of  the  condi- 
tion of  such  corporations  to  be  made  under  oath  to  the  Tax 
Commissioner,  the  Gas  Commission,  and  the  Secretary  of 
the  Commonwealth.  From  a  careful  comparison  of  all 
these  returns,  which  are  widely  divergent  for  the  same 
year,  and  from  a  study  of  a  great  mass  of  evidence  on  this 
point,  taken  at  two  investigations  ordered  by  the  legisla- 
ture, probably,  a  sufficiently  accurate  estimate  for  our 
present  purposes  would  be  8700,000  for  all  the  work  done 
and  the  property  turned  over  by  the  Construction  Com- 
pany. At  the  time  that  the  contract  was  "  completed " 
the  company  is  supposed  to  have  held  real  estate  acquired 
directly  from  Mr.  Addicks  at  a  cost  of  about  $50,000,  in- 
cluding the  filling  of  it  in.  It  had  also  acquired,  appar- 
ently from  the  same  source,  patent  rights,  which  it  carried 
on  its  books  at  $250,000.  For  purposes  of  the  "  franchise  " 
tax,  as  levied  on  all  Massachusetts  corporations,  the  com- 
pany must  report  to  the  State  Tax  Commissioner  the 
amount  of  its  local  assessment,  which  represents  the  value 
of  its  real  property  and  machinery  as  locally  assessed. 
Deducting  this  local  assessment  from  the  estimated  value 
of  the  company's  shares,  we  have  the  value  of  the  "  fran- 
chise "  for  purposes  of  taxation. 

A  comparison  of  the  value  of  the  property  or  assets 
shown  by  these  different  sets  of  returns  for  several  years 
will  be  interesting. 

Under  the  head  of  debts  and  bonds,  in  the  returns 
both  to  the  Gas  Commission  and  to  the  Secretary  of 
the  Commonwealth  previous  to  the  "  completion  "  of  the 
$4,960,000  contract,  is  a  reference  in  a  foot-note  to  this 
unfulfilled  contract,  with  the  statement  that  "the  exact 
amount  of  its  indebtedness  cannot,  therefore,  be  accurately 
stated."    It  would  perhaps  have  been  more  accurate,  in- 
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BetoTDS  to  Gas  CommlssloD 
as  of  Jiue  80  each  year. 

Betoms  to  loeal  asaessors 
as  of  May  1  each  year. 

of  the  Commonwealth. 

Year.    r<Uu$  nf  otMtf . 

1885,  no  return. 

1886,  $76,000.00* 

1887,  876,956.001 

1888,  826,000.00 

1889,  4,974,554.74t 

1890,  4,974,554.741 

Year.    Value  of  a$B6U. 

1885,  no  return. 

1886,  $76,000.00* 

1887,  202,000.00 

1888,  202,000.00 

1889,  501,300.00 

1890,  526,300.00 

Year.    Value  ef  aeeeU, 

1889§,   $779,451.52 
189011,   5,047,145.24 

asmuch  as  this  obligation  had  been  issued  some  years 
before  and  bandied  about  among  many  companies  all 
controlled  by  the  same  people,  to  say  that  ^^the  value 
of  the  assets  cannot  therefore  be  accurately  stated.'* 
Nothing  in  ^ny  of  these  reports  previous  to  1889  shows 
that  anything  had  been  paid  on  this  contract  for 
$4,960,000.  In  the  report  to  the  Gas  Commission  in 
1889,  under  "  Bonds  or  notes  issued,"  this  obligation  for 
$4,600,000  is  put  down  as  issued  March  11, 1886. 

The  testimony,  under  oath,  of  one  of  the  directors  of 
the  company,  who  had  sworn  to  both  the  returns  of  Jan- 
uary 1  and  of  June  30,  1889  (the  one  to  the  Secretary  of 
the  Commonwealth,  the  other  to  the  Gas  Commission),  is 
interesting  as  to  what  additions  to  the  actual  property  of 
the  company  were  made  during  this  period,  such  as  to 
increase  the  value  of  the  assets  nearly  tenfold.  The  ques- 
tions and  answers  are  as  follows :  — 

Question.  '*  Isn't  it  a  fact  .  .  .  that  the  variation  in 
these  two  items  actually  represents  substantially  book- 
keeping, the  making  up  of  books  ?  "  Answer.  "  Well,  of 
course  it  is  book-keeping,  as  all  accounts  are." 

Question.  "And  not  actual  additions  of  property  be- 
tween those  two  dates?"    Answer.    "  Well,  it  would  be 

*  AU  of  it  real  estate.  t  Inolndiner  $260,000  for  patent  rifirhts. 

I  Real  estate,  machinery,  appliances,  and  mains  all  lamped  at  $4,960,000, 
althongh  they  had  been  separately  listed  in  earlier  reports. 
§  As  of  January  1.  ||  As  of  June  2. 
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folly,  of  course,  for  any  one  to  suppose  that  there  had  been 
those  additions  to  the  property  between  those  two  dates.'* 

Leaving  the  Bay  State  Company  for  a  moment,  let  us 
go  back  to  consider  the  outside  activity  of  its  promoters. 
Armed  with  the  obligation  for  $4,500,000  and  the  contract 
on  which  it  was  based,  Mr.  Addicks  went  to  Philadelphia, 
and  formed,  March  19,  1885,  under  the  general  laws  of 
Pennsylvania,  the  Beacon  Construction  Company,  referred 
to  above,  for  the  sole  purpose  of  constructing  the  Bay 
State  works.  Of  the  15,000  shares  of  the  capital  stock, 
he  took  14,980,  assigned  his  contract  to  the  newly  organ- 
ized company,  and  paid  for  his  shares  by  transferring  to 
that  company  the  obligation  for  $4,600,000.  This  con- 
tract, as  required  by  law,  was  by  special  vote  of  the  sub- 
scribers to  the  stock  of  the  Construction  Company  ap- 
praised as  worth  in  cash  the  equivalent  of  14,980  shares  of 
the  stock  at  par,  or  $1,498,000.  This  left  but  20  shares 
of  the  stock  to  be  paid  for  in  cash.  Mr.  Addicks  after- 
wards disposed  of  large  portions  of  his  holdings  in  this 
stock,  retaining  about  51  per  cent,  of  the  whole,  to  give 
him  complete  control  of  the  company.  How  much  he 
realized  altogether  from  these  sales  it  is  impossible  to 
determine,  but  certain  sales  can  be  traced.  For  instance, 
on  September  12, 1887,  he  received  in  cash  from  the  Bos- 
ton Gas  Syndicate,  to  be  explained  later,  $900,000  for 
6,000  shares  of  this  stock,  or  $150  per  share. 

This  obligation  for  $4,500,000,  which,  by  the  way,  the 
courts  and  the  legislature  have  never  been  able  to  classify 
or  designate  more  definitely  than  by  the  phrase  "one 
certain  obligation,"  is  always  called  a  "  bond  "  in  the  as- 
signment of  it.  The  obligation  was  afterwards  assigned 
by  the  Construction  Company  to  one  Herman  G.  Mulock, 
who  in  turn  on  August  12,  1887,  assigned  it  to  the  Pen- 
insular Investment  Company  of  Delawai'e.  This  was  a 
corporation  organized  by  Mr.  Addicks,  under  special 
charter,  April  24,  1889,  for  the  sole  purpose  of  holding 
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the  stock  and  securities  of  the  Boston  gas  companies. 
The  company,  by  permission  granted  in  its  charter,  imme- 
diately upon  its  organization  changed  its  name  on  August 
7, 1887,  to  "The  Bay  State  Gas  Company  of  Delaware," 
by  which  name  it  is  still  known.  What  financial,  legis- 
lative, or  corporate  exigencies  required  this  double  as- 
signment of  the  obligation  for  $4,600,000  cannot  be 
determined  by  an  outsider;  for  Mr.  Mulock  appears  to 
have  had  no  interest  in  it,  but  to  have  acted  solely  for  the 
Bay  State  promoters.  So  far  as  appears,  there  was  no 
investment  of  cash  in  these  two  transfers.  On  the  con- 
trary, the  object  of  the  transactions  seems  to  have  been 
simply  to  get  the  obligation  into  a  position  where  its 
original  holders  could  draw  an  income  from  it.  The  nom- 
ine consideration  named  in  these  two  transfers  was  the 
same, —  namely,  $5,000,000;  but  no  money  passed,  the 
payment  being  made  by  means  of  18,000,000  worth  of 
stock  and  $2,000,000  of  7  per  cent,  non-cumulative  income 
bonds  of  the  Delaware  company.  The  charter  of  this 
company  might  well  be  called  an  unlimited  license  to 
roam  abroad,  deal  in  and  hold  the  stock  and  bonds  of  any 
other  gas  company.  The  charter  named  $100,000  as  the 
nominal  capital,  but  authorized  an  increase  by  vote  of  the 
stockholders  "  to  such  an  amount  as  they  may  from  time 
to  time  deem  needful."  The  company  began  by  issuing 
$6,000,000  on  August  7, 1889.  Apparently,  none  of  this 
was  paid  for  in  cash;  but,  within  a  week  of  the  vote 
authorizing  the  issue,  $8,000,000  out  of  the  $5,000,000 
was  given  to  the  Beacon  Construction  Company  in  return 
for  the  obligation  for  $4,600,000.  About  a  year  ago  (in 
1897)  the  company  suddenly  issued  additional  capital  to 
the  extent  of  $46,000,000,  which  it  is  supposed  to  have 
disposed  of  for  cash  at  from  $2  to  $5  a  share ;  the  par 
value  of  the  shares  being  $60.  Why  the  company  deemed 
this  large  increase  of  its  capital  stock  "  needful "  will  be 
explained  in  a  later  article. 
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The  facts  already  recited,  as  well  as  the  subsequent 
history  of  the  Bay  State  companies,  clearly  show  that  the 
promoters  of  these  companies  had  but  one  object  from  the 
beginning ;  and  that  object  was  the  combination  or  con- 
solidation of  the  gas  companies  in  and  about  Boston. 
This  is  plain,  although  such  combination  was  supposed  to 
be  absolutely  prohibited  at  that  time  by  the  laws  in  force 
in  Massachusetts.  All  the  activities  of  the  various  com- 
panies referred  to  so  far  were  simply  preliminary  to  con- 
solidation. In  the  light  of  this  fact,  it  goes  almost  without 
saying  that,  notwithstanding  the  argument  by  which  the 
Bay  State  Company  gained  entrance  into  Boston,  and  the 
agreement  it  signed  to  parallel  all  the  pipes  in  the  city,  it 
had  no  desire  or  intention  of  duplicating  any  of  the  sys- 
tems of  pipes,  except  as  such  paralleling  might  be  neces- 
sary to  keep  up  appearances  until  the  main  purpose  could 
be  attained.  Almost  from  the  organization  of  the  Bay 
State  Company  of  Boston,  and  especially  after  the  issue  of 
the  obligation  for  $4,500,000,  the  public  began  to  have 
vague  fears  that  combination,  and  not  competition,  would 
be  the  result  of  admitting  the  Bay  State  Company,  unless 
more  stringent  legislation  were  enacted.  The  other  gas 
companies  were  constantly  in  fear  of  being  swallowed. 

The  Bay  State  had  already  acquired  the  charter  rights 
of  the  Consumers'  Company,  which  had  never  made  any 
use  of  its  franchises.  The  Gas  Commission,  in  its  first 
report  (January,  1886),  called  attention  to  the  obligation 
for  $4,500,000,  questioned  the  legality  of  the  contract  on 
which  it  was  based,  and  declared  the  transactions  of  the 
Bay  State  Company  in  this  connection  to  be  a  clear 
evasion  of  the  restraints  supposed  to  be  imposed  on  gas 
companies  by  the  statute  fixing  the  maximum  capital 
stock  of  each  one  at  $500,000.  Reference  was  also  made 
in  this  report  to  the  fact  that  the  legislature  in  its  session 
of  1885  had  refused,  after  full  consideration,  to  grant  this 
particular  company  an  increase   of  capital  stock.      The 
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commission  also  made  some  unfavorable  comments  on  the 
condition  of  gas-works  leased  to  or  owned  by  absentees. 
These  expressions  seemed  to  be  an  echo  of  the  discussion 
on  this  point  which  took  place  at  the  time  the  Bay  State 
Company  got  its  locations  in  Boston.  To  justify  its  fears 
in  this  connection,  the  Commission  called  the  attention  of 
the  legislature  to  a  prospectus  of  the  Bay  State  Gas  Com- 
pany of  Pennsylvania,  I-<imited,  "  whose  sole  function  shall 
be  to  hold  in  its  treasury  the  securities  of  the  Bay  State 
Gas  Company  of  Boston."  The  prospectus  also  stated 
that,  notwithstanding  the  limitation  upon  capital,  this 
obligation  for  14,500,000  had  been  issued,  and  that  this 
obligation  and  all  the  stock  of  the  Bay  State  Company  of 
Boston,  "  excepting  a  small  number  of  shares  necessary  to 
keep  up  the  organization,"  would  be  held  in  trust  by  a 
Philadelphia  trust  company  for  the  benefit  of  the  Bay 
State  Gas  Company  of  Pennsylvania.  In  view  of  all  these 
facts  the  commission  recommended  additional  legislation. 
The  result  was  an  act  of  June  30, 1886,  which  largely  in- 
creased the  powers  of  the  commission  over  the  books, 
accounts,  and  reports  of  the  companies,  and  forbade  any  com- 
pany to  issue  bonds  in  excess  of  its  paid  up  capital  stock. 
It  forbade  also  the  issue  of  any  bonds  below  par  or  at  a 
rate  of  interest  greater  than  6  per  cent.  The  act  further 
required  that  the  proceeds  of  all  bond  issues  should  be 
used  to  extend  the  plant,  to  pay  debts  incurred  for  this 
purpose  only,  or  to  pay  debts  of  any  other  kind  contracted 
before  the  passage  of  this  act.  Section  4  of  this  act, 
aimed  more  specifically  at  the  Bay  State  Company,  reads 
as  follows:  — 

No  gas  compaDj  shall  transfer  its  franchises,  lease  its  works,  or 
contract  with  any  person,  association,  or  corporation  to  carry  on  its 
works  without  the  authority  of  the  legislature. 

The  passing  of  this  act  may  look  like  locking  the  stable 
door  after  the   horse  has  been  stolen;   but  it  should  be 
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remembered  that  this  was  comparatively  early  in  the 
history  of  the  Bay  State  Company,  and  all  of  its  doings 
were  covered  up  as  much  as  possible.  The  Gas  Commis- 
sion had  just  been  appointed,  and  its  members  were  all 
unfamiliar  with  gas-works,  gas  manufacturing,  gas  com- 
pany financiering,  and  gas  accounts.  In  fact,  they  were 
not  only  new  to  every  phase  of  the  situation  and  business, 
but  they  were  also  entering  on  an  entirely  untried  field  of 
public  activity,  without  precedents  elsewhere  to  guide 
them.  Under  these  circumstances,  they  could  not  be 
expected  to  give  either  the  time  or  the  skill  required  to 
investigate  all  the  subsidiary  and  auxiliary  enterprises  of 
the  Bay  State  promoters.  At  this  time,  also,  the  obliga- 
tion for  $4,500,000,  inasmuch  as  virtually  no  work  had 
yet  been  done  on  the  contract  on  which  it  rested,  seemed 
of  decidedly  doubtful  legal  effect.  In  fact,  when  the  legis- 
lature was  compelled  some  years  later  to  act  on  it,  the  view 
apparently  taken  was  that  the  obligation  was  not  legally 
issued  until  the  works  were  completed.  The  summary 
destruction  of  this  obligation  by  legislative  fiat  probably 
prevented  a  judicial  determination  of  this  point.  If,  how- 
ever, this  view  were  correct,  the  act  of  1886  would  have 
been  a  legal  bar  to  the  issue  of  the  obligation  upon  the 
acceptance  of  the  works.  But  the  company  had  its  own 
opinions  on  this  subject,  and,  as  already  stated,  accepted 
the  works,  and  voted  that  the  Construction  Company 
retain  the  obligation.  The  interests  opposed  to  the  Bay 
State  Company  called  this  a  "  reissuing  "  the  obligation 
after  the  act  of  1886. 

The  Bay  State  Company  of  Pennsylvania,  referred  to 
above,  failed  of  organization ;  and  consequently  the  use  of 
the  trust  company  at  Philadelphia  was  given  up.  How- 
ever, the  Bay  State  interests  organized  on  February  16, 
1889,  under  the  general  laws  of  New  Jersey,  the  Bay  State 
Gas  Company  of  that  State.  Through  this  company  and 
the  Mercantile  Trust  Company  of  New  York,  they  accom* 
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plished  the  identical  purposes  which  they  failed  to  carry 
out  under  the  laws  of  Pennsylvania  by  means  of  the  two 
companies  named  above. 

If  some  sort  of  combination  was  the  chief  object  of  the 
Bay  State  Company,  all  these  outside  companies  alone 
could  not  accomplish  it.  The  stock  of  some  of  the  other 
companies  had  to  be  brought  under  control,  and  funds 
had  to  be  raised  for  that  purpose.  It  is  impossible  to  find 
out  how  much  money  was  raised  from  the  stock  and  securi- 
ties of  the  Construction  Company.  It  is  not  impossible 
that  enough  was  secured  from  this  source  to  repay  to  the 
promoters  the  capital  stock  of  the  Bay  State  Company  of 
Massachusetts  and  to  build  its  works.  It  seemed  impera- 
tive now,  if  the  whole  scheme  were  not  to  fail,  that  the 
Bay  State  Company  should  gain  control  of  some  of  the 
other  companies  before  their  great  manufacturing  plants 
should  be  completed,  as  they  were  not  preparing  to  dis- 
tribute gas  to  private  consumers  through  their  own  system 
of  pipes. 

As  a  direct  means  of  purchasing  a  controlling  interest 
in  the  other  companies,  the  Bay  State  party  organized 
June  1, 1887,  a  voluntary  association  or  trust,  known  as 
the  Boston  Gas  Syndicate.  The  object  of  this  was  to 
raise  or  guarantee  funds,  and  actually  purchase  a  con- 
trolling interest  in  the  stock  of  the  other  companies  in 
and  about  Boston.  The  articles  of  association  named  five 
trustees,  who  were  to  receive  the  subscriptions  to  the 
trust  funds.  They  were  by  the  agreement  given  the 
widest  discretion  as  to  time,  place,  and  manner  of  carry- 
ing out  the  objects  of  the  trust,  which  in  turn  were  de- 
fined in  the  vaguest  language.  The  articles  of  association, 
however,  contained  the  following  statement:  "the  prin- 
cipal object  of  this  agreement  being  hereby  declared  to  be 
to  lease  or  consolidate  with  said  Bay  State  Gas  Company 
of  Massachusetts  all  the  companies  herein  named  or  re- 
ferred to."     The  companies  included  in  this  designation 
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were  all  the  companies  authorized  to  do  business  in  Boston 
or  "  in  the  towns  and  cities  adjacent  thereto  "  and  the  Bay- 
State  Gas  Company  of  New  York.*  A  further  definite  ob- 
ject of  the  trust  was  the  purchase  for  $900,000  in  cash  of 
the  six  thousand  shares  of  the  stock  of  the  Beacon  Con- 
struction Company  already  referred  to.  In  regard  to  all 
other  purchases  the  trustees  were  given  the  greatest  lib- 
erty as  to  price,  time,  place,  manner,  and  method.  They 
were  expressly  authorized  to  pay  dividends,  commissions, 
interest,  and  bonuses,  to  borrow  money,  and  to  mortgage 
any  property  held  by  them  for  its  payment.  The  agree- 
ment gave  them  discretion  to  distribute  any  stocks,  bonds, 
or  other  property  purchased  by  them  pro  rata  among  the 
subscribers  to  the  syndicate,  except  the  six  thousand 
shares  of  the  Beacon  Construction  Company's  stock, 
which  was  to  be  held  by  these  trustees  and  their  assigns 
in  trust  forever.  The  subscription  fund  was  to  be  limited 
to  $2,900,000,  payable  in  cash,  at  the  call  of  the  trustees. 
This  list  shows  that  subscriptions  were  actually  made,  by 
one  hundred  and  thirty-eight  persons  in  all,  to  the  sum 
total  of  $2,430,600.  Of  this  total  the  five  trustees,  together 
with  the  immediate  members  of  their  families  and  the 
United  Gas  Improvement  Company  of  Philadelphia  in 
which  they  were  interested,  subscribed  $1,953,000,  or  80 
per  cent,  of  the  whole.  While  these  subscriptions  were 
nominally  paid  in  cash,  a  careful  comparison  of  the  dates 
and  cash  payments  with  certain  other  transactions  carried 
on  at  the  same  time,  leads  to  the  conclusion  that  to  a  large 
extent  these  cash  payments  were  fictitious,  and  that  it 
was  unnecessary  to  provide  considerable  sums  of  money 
until  such  time  as  it  could  be  raised  on  the  stocks  pur- 

*  This  company,  as  Mr.  Addicks  afterwards  said  on  oath,  was  only  a  skeleton 
company,  which  failed  of  organization  **  because  there  was  a  doubt  as  to  the 
powers  they  would  have  under  the  New  York  laws  at  that  time  with  regard  to 
holding  the  stock  and  bonds  of  foreign  and  other  corporations.**  The  place  of 
this  New  York  company  was  afterwards  taken  by  the  Bay  State  Gas  Company 
of  New  Jersey.  The  New  Jersey  and  Delaware  laws  proved  to  facilitate  suck 
schemes  more  than  did  those  of  Pennsylyania  and  New  York. 
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chased  by  the  syndicate.  The  process  seems  to  have  been 
somewhat  as  follows :  The  trustees  of  the  syndicate  entered 
into  agreements  to  buy  the  stocks  of  the  Boston  gas  compa- 
nies, and  also  agreements  to  sell  the  same  stock  to  the  Bay 
State  Gas  Company  of  New  Jersey.  This  company  in 
turn  agreed  to  deposit  these  stocks  in  trust  with  the  Mer- 
cantile Trust  Company  of  New  York,  and  to  issue  on  such 
deposit,  through  the  Trust  Company,  Boston  United  Gas 
5  per  cent,  fifty-year  gold  bonds  to  the  extent  of  f  12,000,- 
000.  Of  this  total  issue  $9,000,000  were  to  be  first  series, 
and  $3,000,000  second  series,  or  junior  securities.  It 
should  be  noted,  as  showing  the  relation  of  one  of  these 
enterprises  to  another,  that  Mr.  Addicks  always  controlled 
the  New  Jersey  company,  which  was  organized  expressly 
to  issue  these  bonds,  and  (to  use  his  own  language)  "be- 
cause eminent  counsel  doubted  the  right  of  either  of  the 
Massachusetts  companies  to  do  so."  It  should  be  further 
noted  that  these  bonds  are  of  even  date  with  the  income 
bonds  of  the  Delaware  company  given  in  exchange  for  the 
$4,600,000  obligation.  These  Boston  United  Gas  bonds 
were  delivered  to  the  syndicate,  and  from  their  sale  by  the 
syndicate  a  large  part  of  the  money  was  procured  to  pay 
for  the  stocks  bought.  These  bonds  seem  also  to  have 
been  delivered  pro  rata  in  large  quantities  to  the  subscrib- 
ers to  the  syndicate,  who  could  thus,  if  need  be,  raise  the 
money  to  pay  their  subscriptions  to  the  syndicate.  Of 
course,  the  syndicate  had  meantime  to  use  its  credit,  and 
pledge  its  holdings  to  carry  through  so  large  and  complex 
a  transiiction.  One  of  the  trustees  said  under  oath,  some 
years  later,  that  the  trustees  had  to  subscribe  personally 
for  a  million  dollars  of  the  United  Gas  bonds  to  keep  the 
whole  scheme  from  failing.  The  syndicate  paid  about 
$6,150,000  for  the  shares  of  the  Boston  Gas  Light  Com- 
pany alone.  This  sum  had  to  be  raised  over  and  above 
the  amounts  originally  subscribed  to  the  syndicate,  as  the 
stocks  of  the  other  companies  purchased  cost  just  about  as 
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much  as  the  subscriptions  amounted  to.  The  extent  of 
the  credit  transactions  is  shown  also  by  the  cash  book  of 
the  syndicate.  From  this  it  appears  that  the  total  cash 
subscriptions  practically  equalled  the  value  at  par  of  the 
whole  issue  of  $3,000,000  second  series  United  Gas  bonds, 
and  that  the  payment  of  the  subscriptions  and  the  delivery 
of  these  bonds  to  the  subscribers  took  place  substantially 
at  the  same  time.  In  fact,  a  slight  excess  of  subscrip- 
tions over  this  issue  of  bonds  was  made  up  by  the  prom- 
issory notes  of  the  company  issuing  the  bonds ;  and  these, 
too,  were  distributed  pro  rata  among  the  subscribers. 

Assuming  that  all  subscriptions  to  the  syndicate  were 
paid  in  cash,  let  us  see  what  the  subscribers  got  in  the 
way  of  securities*  for  their  cash  investment.  The  records 
show  that,  when  the  stocks  purchased  were  placed  in 
trust,  for  every  cash  subscription  of  $1,000  the  subscriber 
received  11,000  in  the  second  series  United  Gas  bonds, 
$100  in  the  income  bonds  of  the  Bay  State  Company  of 
Delaware,  and  $600  in  stock  of  the  Bay  State  Company 
of  Delaware.  That  is,  he  got  securities  whose  face  value 
was  170  per  cent,  of  the  amount  subscribed. 

The  conditions  under  which  the  Boston  United  Gas 
bonds  were  to  be  issued  were  not  all  fulfilled  on  the  part 
of  the  syndicate  for  a  number  of  years,  as  will  be  explained 
later.  As  a  result,  but  $7,000,000  of  the  first  series  and 
all  of  the  second  series  were  issued  at  the  beginning.  It 
seems  that,  with  the  exception  of  the  $1,000,000  of  firsts 
already  referred  to  as  having  been  taken  by  trustees  of 
the  syndicate,  all  this  series  was  sold  to  the  outside  world 
to  get  the  money  to  pay  for  the  stock  of  the  Boston  Gas 
Light  Company. 

The  agreement  dated  January  1, 1889,  by  which  these 
stocks  were  put  in  trust,  is  a  tripartite  one,  to  which  the 

*  The  operations  of  the  syndicate  nommally  extended  over  about  four  years, 
bnt  the  transactions  now  under  consideration  occupied  about  two  years. 
For  the  use  of  the  funds  during  this  time  the  subscribers  received  cash  divi- 
dends on  their  subscriptions  to  the  extent  of  9%  per  cent. 
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three  parties  are  (1)  Messrs.  J.  Edward  Addicks  and 
W.  E.  L.  Dillaway,*  who  style  themselves  the  "owners" 
of  the  stocks  in  question,  (2)  the  Bay  State  Gas  Company  t 
of  New  Jersey,  and  (3)  the  Mercantile  Trust  Company  of 
New  York. 

A  careful  analysis  of  the  terms  of  these  trust  deeds  will 
be  liecessary  as  a  basis  for  a  discussion  of  the  history 
(postponed  for  a  future  article)  of  the  companies  "cap- 
tive" under  the  trust.  For  the  present  let  us  consider 
the  extent  and  character  of  the  stocks  deposited  and  the 
securities  representing  them.  The  following  table  will 
be  of  use  in  showing  these  facts  at  the  date  of  the  issue  of 
the  f7,000,000  first  series  and  $3,000,000  second  series 
Boston  United  Gas  bonds:  — 

Name  <^  Company. 
Boston  Company      .    . 
Rozbury  Company   .    . 
South  Boston  Company 
Bay  State  Company 

Total —  —  $3,987,000       $8,671,646 

Thus  the  stocks  put  in  trust  cost,  on  the  average,  215 
per  cent,  of  their  par  value.  This  could  scarcely  be  called 
a  bad  bargain  for  those  who  sold  the  stocks.     Can  the 

*  Mr.  Dillaway  was  from  the  begixminff  one  of  the  promoters  and  the  chief 
counsel  of  the  Bay  State  companies. 

t  It  is  a  strange  commentary  on  the  way  in  which  American  bosiness  cor- 
porations are  allowed  to  run  riot  that  this  company  was  organized  solely  be- 
cause of  some  unforeseen  delay  in  organizing  the  Bay  State  Gas  Company  of 
Delaware,  and  that  it  is  made  a  party  to  these  trust  deeds  dated  January  1, 
1889,  while  its  own  certificate  of  incorporation  bean  date  of  February  16, 1889. 
That  is,  it  was  a  party  to  this  contract  about  seven  weeks  before  it  had  legal 
existence.  It  is  true  the  contract  was  not  executed  until  March  20, 1889.  It  is 
understood  that,  pending  the  oiganization  of  the  New  Jersey  company,  the 
Beacon  Construction  Company  acted  for  it.  As  soon  as  these  trust  deeds  were 
executed  and  the  bonds  issued,  the  company,  by  contract,  assigned  all  of  its 
interests  to  the  Delaware  company. 

X  This  item  of  $150,000  was  paid  by  the  syndicate  to  the  directors  of  the 
Boston  comi>any  as  a  bonus,  in  addition  to  the  $6,129,320  i>aid  for  the  stock  of 
that  company. 


Total  No. 
Bhares. 

5,000 
6.000 
4,400 
5,000 

No.  shares 
trustesd. 

4,984 
5,998 
3,964 
4,998 

ParwUus 
qf  shares 
trusteed. 

$2,492,000 
599,300 
396,400 
499,300 

AmouMtpaid 
for  shares 
trusteed. 

$6,129,320 

1,248,425 

544,600 

499,800 

150,000t 
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same  be  said  from  the  point  of  view  of  the  promoters  of 
the  Bay  State  Company  ?  To  answer  this  question,  let  us 
recapitulate  summarily  the  doings  of  the  promoters  of  the 
Bay  State  Gas  Company  from  the  beginning  of  that  enter- 
prise until  the  summer  of  1889,  when  the  Boston  United 
Gas  bonds  were  issued  and  delivered  to  the  Boston  Gas 
Syndicate.  First,  they  had  increased  the  property  of  the 
gas  plants  in  Boston,  by  actual  building  and  apart  from 
the  water  gas  patents,  to  the  extent  of  probably  $750,000. 
How  much  money  was  contributed  by  these  persons  from 
their  own  resources  for  this  purpose  it  is  impossible  to 
say.  Something  may  have  been  raised  from  outsiders  on 
the  Beacon  Construction  Company  securities.  To  establish 
these  manufacturing  plants,  the  Bay  State  Gas  Company 
of  Massachusetts  had  been  formed,  with  paid  up  capital  of 
$500,000,  and  had  then  been  "bonded"  for  $4,500,000. 
The  promoters  had  worked  through  the  Beacon  Construc- 
tion Company  of  Philadelphia,  with  a  nominal  capital  of 
$1,500,000,  through  the  Bay  State  Gas  Company  of  New 
Jersey,  with  a  nominal  capital  of  $1,000,000,  and  through 
the  Boston  Gas  Syndicate,  a  voluntary  association  which 
handled  about  $10,000,000,  buying  stocks  of  the  Boston 
gas  companies  with  a  par  value  of  $8,987,000  for  $8,571,- 
645.  These  stocks  they  had  put  in  trust  with  the  Mer- 
cantile Trust  Company  of  New  York,  to  pay  the  principal 
and  interest  of  $10,000,000  Boston  United  Gas  Trust 
bonds,  issued  through  the  New  Jersey  company.  This 
company,  after  issuing  the  bonds,  had  been  literally 
absorbed  by  the  Bay  State  Gas  Company  of  Delaware, 
organized  for  this  express  purpose.  Of  course,  the  Dela- 
ware company  had  to  assume  all  the  obligations  of  the 
New  Jersey  company.  The  Delaware  company  had  at 
this  time  issued  $5,000,000  of  stock,  and  income  bonds 
to  the  extent  of  $2,000,000.  This  list  does  not  include 
the  two  skeleton  companies  which  perished  in  embryo; 
namely,  the  Bay  State  Gas  Company  of  Pennsylvania  and 
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the  Bay  State  Gas  Company  of  New  York.  The  same 
individuals  had  absolutely  controlled  all  of  these  enter- 
prises from  the  beginning.  The  company,  in  the  face  of 
great  opposition,  had  brought  the  legislature  of  Massachu- 
setts to  permit  the  sale  of  water  gas,  which  it  alone  was 
prepared  to  manufacture.  But,  if  water  gas  could  be 
manufactured  cheaper  than  coal  gas,  the  Bay  State  Com- 
pany, having  gained  control  of  the  three  other  companies, 
could  now  sell  water  gas  through  their  systems  of  dis- 
tribution. The  Bay  State  of  Delaware  had  absorbed  the 
Bay  State  of  New  Jersey  and  the  Beacon  Construction 
Company,  chiefly  by  exchanging  its  stock  for  theirs.  It 
had  purchased  the  obligation  for  $4,600,000  in  the  same 
manner  by  an  issue  of  stock  and  bonds.  We  may  there- 
fore disregard  in  future  the  two  companies  last  named. 
Remembering,  then,  that  before  the  advent  of  the  Bay 
State  Company  to  Boston  the  companies  paid  about  10 
per  cent,  on  their  share  capital,  the  question  arises 
whether,  with  an  additional  investment  of,  say,  three- 
quarters  of  a  million  dollars  (excluding  patent  rights), 
these  same  companies  could  pay  dividends  on  *the  small 
number  of  shares  of  these  four  companies  still  remaining 
outside  the  trust,  and  have  enough  left  to  pay  interest  on 
the  $10,000,000  Boston  United  Gas  Trust  bonds,  interest 
on  the  $2,000,000  of  income  bonds  of  the  Delaware  com- 
pany, and  dividends  on  the  $5,000,000  of  share  capital  of 
that  company,  and  at  the  same  time  maintain  sufficiently 
large  sinking  funds  to  pay  the  principal  of  the  bonds  at 
maturity.  It  will  be  observed  that  the  obligation  for 
$4,500,000  does  not  affect  the  problem,  since  the  amount 
going  from  the  treasury  of  the  Bay  State  of  Massachusetts 
to  pay  interest  on  this  furnishes  the  chief  source  from 
which  dividends  and  interest  on  the  securities  of  the  Bay 
State  of  Delaware  must  come.  In  other  words,  the  pro- 
moters of  the  Bay  State  Gas  Company  of  Massachusetts 
formed  this  multitude   of  corporations,  limited  partner- 
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ships,  trusts,  syndicates,  and  contracts  with  themselves, 
in  five  States,  to  the  legislatures  (and  in  some  cases  to 
the  city  councils)  of  which  they  have  had  to  make  numer- 
ous and  expensive  appeals,  all  in  the  attempt  to  make  the 
property  which  before  paid  10  per  cent,  on  less  than 
$5,000,000  of  capitalization,  by  the  addition  of  about 
$1,000,000  to  the  investment  (including  patent  rights), 
pay  interest  and  dividends  on  $17,000,000  capitalization. 
At  first  blush  it  would  seem  that  to  expect  success  in  this 
would  require  a  huge  faith  in  water  gas  processes  and  ex- 
traordinary skill  in  management,  or  some  magnificent 
manipulation  of  resources  such  as  even  the  Bay  State 
promoters  could  not  confidently  anticipate.  Yet  the 
selling  prices  of  these  securities  from  the  beginning  indi- 
cated that  the  holders  expected  an  income  on  them. 

The  history  of  the  attempts  to  pay  dividends  and  in- 
terest on  this  inflated  capitalization  will  be  followed  in  a 
future  article. 

John  H.  Gbay. 
Northwestern  University. 
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INDUSTRY* 

The  convention  of  coal  miners  and  operators  which  met  in 
Chicago  on  January  17,  1898,  and  was  in  daily  session  until 
January  26  inclusive,  was  the  direct  outgrowth  of  the  coal 
miners'  strike  of  1897.  The  object  of  the  convention  was  to 
establish  relations  between  the  miners  and  operators  of  West- 
em  Pennsylvania,  Ohio,  Indiana,  Illinois,  and  West  Virginia ; 
to  formulate  a  scale  of  prices  for  mining,  with  proper  differ- 
entials, in  those  States  for  the  ensuing  year ;  to  establish,  if 
possible,  a  permanent  interstate  agreement  on  the  minmg 
question ;  and  to  consider  "  such  other  matters  as  might  prop- 
erly come  before  such  a  convention."  t 

When  the  coal  miners'  strike  of  1897  ended  in  September  of 
that  year,  many  things  were  left  but  half  settled.  In  Western 
Pennsylvania,  Ohio,  and  Indiana  the  prices  for  mining  agreed 
upon  were  to  continue  only  until  January  1,  1898.  In  North- 
ern Illinois,  where  the  strike  continued  more  than  two  months 
longer  than  in  the  other  States,  contracts  had  been  signed  and 
prices  agreed  upon  which  were  to  hold  good  until  May  1, 
1898,1:  when  prices  were  again  to  be  agreed  upon  and  new 
contracts  signed  for  another  year. 

But  aside  from  questions  of  prices  for  mining,  it  was  gener- 
ally felt,  both  by  operators  and  miners,  that  in  order  to  avoid 
disturbances  in  the  future,  there  must  be  agreement  on  uni- 
form conditions  for  mining  throughout  the  different  compet- 
ing districts.  From  1886  to  the  strike  of  1894  there  had 
been  an  interatate  agreement  among  the  miners  and  operators 

•  For  an  ftcconnt  of  the  events  leading  up  to  the  settlement  here  described 
see  the  article  by  the  present  writer  on  The  Coal  Min&n*  Strike  of  2897  in  this 
Journal  for  January,  1898. 

tSee  the  Report  qfthe  OffieUd  Proceedings  of  the  CMoagoJ<Ainl  ConvemiAMi^ 
p.  8.  The  convention  represented  the  bituminous  coal  districts  only  (including 
the  block  coal  region  in  Indiana),  and  had  nothing  to  do  with  the  anthracite  coal 
mines  of  Pennsylvania. 

X  See  the  OJfieial  Proeeedinge  of  the  Joint  Convention,  p.  8.  West  Virginia  is 
not  mentioned  in  this  connection  for  the  reason  that  the  strike  in  that  State  was 
very  limited. 
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of  these  districts,  and  comparatively  uniform  conditions  had 
been  maintained,  to  the  great  advantage  of  all  concerned.* 
Bat  when  the  interstate  agreement  lapsed,  the  uniform  condi- 
tions ceased  also;  and  operators  in  many  places  resorted  to 
various  devices  for  gaining  an  advantage  over  competitors. 
False  weights  were  used.  Large  wagons,  or  pit-cars,  were  fre- 
quently put  in,  containing  more  coal  than  served  as  the  basis 
of  payment  to  the  miners ;  and,  in  many  instances,  a  widening 
of  the  spaces  in  the  screens  was  resorted  to,  allowing  an  extra 
amount  of  coal  to  pass  through  for  which  the  miner  received 
nothing.  So  flagrant  had  these  abuses  become  that  in  Illinois, 
Ohio,  and  Pennsylvania  the  miners  sought  redress  through 
legislation  which  should  require  payment  by  run  of  mine  or 
gross  weight.  Such  a  law  was  passed  in  Illinois  in  June, 
1897  ;t  and,  later,  similar  laws  were  passed  in  Ohio  and 
Pennsylvania.} 

During  the  strike  of  the  summer  of  1897  an  attempt  was 
made  to  remedy  these  evils  in  the  Pittsburg  district.  The 
movement  was  headed  by  Mr.  W.  P.  DeArmitt  of  the  New 
York  and  Cleveland  Gas  Coal  Company,  and  a  so-called 
Uniformity  Commission"  was  formed.  It  was  at  first  dis- 
tinctly a  move  by  Mr.  DeArmitt  and  a  few  other  operators 
of  the  district,  and  was  not  a  joint  movement  on  the  part  of 
operators  and  miners.§  Before  the  uniformity  plan  should 
become  effective,  95  per  cent,  of  the  operators  of  the  district 
were  to  sign,  on  or  before  January  1,  1898,  an  agreement  to 
observe  uniform  conditions.  Failing  to  secure  the  signature 
of  95  per  cent,  of  the  operators,  those  who  had  signed  agreed 
to  go  ahead  with  their  plans,  provided  now  that  the  co-opera- 
tion of  the  officials  of  the  United  Mine  Workers  of  the  dis- 
trict could  be  secured.  Subsequent  events  showed  that  there 
was  some  misunderstanding  as  to  the  kind  of  co-operation 

•  Bee  the  aocoant  of  this  interstate  agreement  in  tbe  Janoary  article,  pp.  166- 
199. 

t  Bee  the  Sixteenth  Annual  Report  of  the  lUinoU  State  Bureau  qf  Labor  Sta- 
Uettoa:  Coal  in  Illinois,  1807,  p.  165.  A  simiUr  statute,  passed  in  UUnois  In  1891, 
had  been  held  unconstitational  by  the  State  Supreme  Court.  Bee  Labor  Laws 
mf  the  United  States,  second  edition,  p.  1271. 

X  In  Ohio  early  in  March,  1898 ;  in  Pennsylvania  in  the  last  session  of  the  legis- 
latnre  (1897).    See  UnUed  Mine  Workers*  Journal,  March  10, 1898,  p.  4. 

§  Compare  the  article  in  the  January  number  of  this  Journal,  pp.  S04,  906. 
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desired.  It  was  generally  understood  that  the  miners  were 
to  force  into  the  agreement,  by  means  of  strikes,  those  opera- 
tors who  had  refused  to  sign,  or  to  compel  them  to  pay  their 
miners  10  cents  per  ton  more  than  was  paid  by  the  signers  of 
the  agreement.  To  make  such  strikes  successful,  funds  for 
the  aid  of  strikers  would  have  to  be  raised  by  the  miners  still 
working.  Moreover,  the  co-operation  of  such  operators  as 
had  signed  the  agreement  would  be  necessary,  both  by  col- 
lecting the  levies  from  their  pay-rolls  and  by  keeping  away 
from  their  mines  detectives  sent  thither  by  recalcitrant  oper- 
ators for  the  purpose  of  fomenting  dissensions  among  the 
working  miners  and  persuading  them  not  to  contribute. 
This  co-operation  might  have  been  secured,  although  the  des- 
titution among  the  miners  after  the  strike  of  1897  must  have 
caused  some  unwillingness  on  their  part  to  contribute.  In 
short,  the  scheme  proposed  meant  the  co-operation  of  all 
the  operators  who  favored  the  uniformity  plan,  and  of  all  the 
union  miners  of  the  district  against  such  operators  as  would 
not  sign  the  agreement  and  against  any  non-union  miners  who 
would  not  submit  to  the  levy.  Mr.  DeArmitt,  however,  re- 
fused to  consider  co-operation  of  this  kind,  insisting  that  it 
would  be  an  infraction  of  the  law  as  to  conspiracy.*  The  re- 
sult was  that  the  work  of  the  Uniformity  Commission  came 
to  an  end  the  latter  part  of  February,  with  nothing  accom- 
plished for  the  betterment  of  the  situation.f 

On  the  other  hand,  throughout  the  strike  of  1897  it  was  the 
constant  endeavor  of  the  United  Mine  Workers  to  revive  the 
old  interstate  agreement,  which  from  1886  to  1894  had  pre- 

•  From  a  letter  to  the  present  writer  from  an  official  of  the  United  Mine 
Workers  in  the  Pittsburg  district,  dated  February  26, 1898. 

t  See  the  annual  address  of  President  Dolan  of  the  United  Mine  Workers  in 
the  Pittsburg  district  in  the  United  Mine  Worker^  Journal,  March  17, 1886,  p.  3. 

The  effect  of  the  failure  upon  the  miners  of  the  New  York  and  OcTeland  Oas 
Coal  Company  this  time  Is  worse  than  was  that  of  a  similar  f  aUuxe  in  1885  (see  the 
article  of  January  last,  p.  S04,  foot-note).  The  company  had  again  forced  its  men 
to  sign  an  Iron-clad  contract  for  a  year,  which  prohibits  their  belonging  to 
unions.  The  price  paid  per  ton  for  mining  is  elcTen  cents  less  than  elsewhere  in 
the  district.  Inch  and  a  half  screens  are  still  being  used,  and  the  old  ten-hour 
day  stiU  prevails.  A  reliable  informant,  In  a  letter  to  the  present  writer,  of  date 
April  26, 1898,  says:  <'At66  cents  per  ton  [the  price  at  present  paid  for  mining], 
and  with  inch  and  a  half  screens  still  in  use,  the  miners  of  the  Oas  Coal  Company 
are  at  a  disadTantage  of  at  least  18  cents  per  ton  as  compared  with  other  miners 
in  the  Pittsburg  district." 
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vented  great  strikes,  like  that  of  1897.  As  all  the  districts 
have  practically  the  s^e  market,  it  was  obvious  that  uniform 
conditions  of  mining,  if  applicable  to  certain  districts  only, 
would  avail  nothing.  And  when  the  strike  ended,  a  large 
number  of  operators  also  felt  that,  in  order  to  put  the  indus- 
try on  an  equitable  basis  and  raise  the  plane  of  competition 
to  a  higher  level,  a  return  to  the  interstate  agreement  was 
necessary. 

The  preliminary  steps  in  this  direction  were  taken  at  a 
joint  meeting  of  miners  and  operators  of  the  Pittsburg  dis- 
trict, held  in  Pittsburg  on  December  20,  1897.  At  this 
meeting  it  was  agreed  to  invite  miners  and  operators  from 
the  other  States  to  meet  in  Columbus,  Ohio,  December  27, 
for  the  purpose  of  arranging  for  a  joint  interstate  convention ; 
and  Mr.  M  D.  Ratchford,  President  of  the  United  Mine 
Workers,  was  instructed  to  issue  the  formal  call.* 

In  response  to  the  call  so  sent  out,  representative  miners 
from  Pennsylvania,  Ohio,  Indiana,  Illinois,  and  West  Vir- 
ginia, and  operators  from  all  these  States  except  West  Vir- 
ginia, met  for  conference  in  Columbus  at  the  appointed  time. 
There  were  present  at  the  conference  twenty-nine  operators 
and  twelve  representatives  of  the  miners, — the  latter  being 
represented  by  their  National  Executive  Board  and  district 
presidents.  At  this  preliminary  conference  it  was  agreed 
that  a  general  joint  convention  of  miners  and  operators  from 
these  States  should  meet  in  Chicago  on  January  17  for  the 
purposes  already  stated.  It  was  also  agreed,  in  view  of  the 
prospective  expiration  on  January  1  of  the  existing  mining 
rates  in  Pennsylvania,  Ohio,  and  Indiana,  that  such  rates 
should  continue  until  January  15 ;  and  any  new  rates  agreed 
upon  at  the  Chicago  joint  convention  should  go  into  effect 
January  16.  t  Inasmuch  also,  as  complete  arrangements  had 
already  been  made  to  hold  the  annual  national  convention 
of  the  United  Mine  Workers  at  Columbus  during  the  week 
preceding  the  date  set  for  the  Chicago  convention,  the  opera- 
tors generously  announced  that  they  would  bear  the  additional 

*  See  United  Mine  Workere*  Journal,  December  20, 1808,  p.  6  ;  also  the  Ojffleial 
Proceedinge  of  the  Interstate  Convention,  p.  7. 

tit  will  be  seen,  however,  that  the  new  prices  agreed  upon  did  not  go  Into 
effect  untU  April  1. 
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expense  to  the  miners'  delegates  (about  two  hundred  in  num- 
ber) of  trayelling  from  Columbus  to  Chicago,  since  the  same- 
men  were  to  attend  both  conventions. 

The  miners'  national  convention,  coming  thus  immediately^ 
before  the  Chicago  joint  convention,  was  of  unusual  interest 
and  importance.  It  was  in  daily  session  from  January  11  to 
15  inclusive.  There  were  two  hundred  and  fifty  delegates  itt 
attendance,  representing  the  five  States  already  mentioned.* 
In  addition  to  the  fact  that  it  came  immediately  before  the 
Chicago  joint  convention,  another  cause  for  enthusiasm  and 
strength  was'  the  greatly  increased  membership  of  the  United 
Mine  Workers.  The  strike  of  1897  and  its  successful  results 
had  given  great  impetus  to  organization ;  and  in  four  months 
the  membership  had  increased  from  ten  thousand  to  over 
thirty  thousand.f 

The  bearing  of  this  convention  on  the  joint  convention  at 
Chicago  is  significant.  President  Ratchford  in  his  annual 
address  advised  the  miners  to  demand  an  advance  in  the 
prices  for  mining,  because  of  improved  conditions  of  the  coal 
trade,  *'  resulting  partly  from  natural  causes  and  partly  from 
the  strike  of  last  summer,  which  left  the  market  in  a  fairly 
healthy  condition."  "  You  cannot  make  any  great  advances," 
he  said ;  "  but  you  should  make,  and,  in  my  judgment,  you  can 
make,  a  reasonable  and  substantial  advance  without  the 
necessity  of  a  strike,  if  affairs  are  properly  conducted."  In 
the  same  address  he  urged  the  miners  to  demand  also  the 
eight-hour  day,  and  to  make  that  demand  second  only  to  the 
demand  for  an  increase  in  the  price  for  mining.  These  pro- 
posed demands,  together  with  others  for  uniform  conditions 
and  for  gross  weight,  were  indorsed  by  the  convention.^ 

•  See  the  United  Mine  Workers*  Journal,  January  20, 1886,  p.  4. 

tSee  annual  report  of  National  Secretary  Pearce  in  supplement  to  United 
Mine  Worker^  Joumalf  January  13, 1888,  p.  2.  President  Ratobford  pronounced 
tbis  "the  largest  and  most  harmonious  convention  ever  held  by  our  craft.** 
Ibid.,  January  20,  1888,  p.  8. 

}  Besides  what  has  already  been  mentioned,  one  other  matter  of  importance 
and  general  interest  was  brought  before  the  conTcntion.  It  was  proposed  to 
raise  a  <* Defence  Fund"  of  at  least  $30,000,  to  be  used  in  time  of  strikes.  This 
fund  was  to  be  raised  by  a  monthly  assessment  of  25  cents,  and  the  fund  was  not 
to  be  touched  until  it  had  reached  the  amount  of  $30,000.  This  proposition  re- 
ceived the  unanimous  Indorsement  of  the  convention;  but,  when  later  it  was  re- 
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With  these  well-defined  demands  in  view,  some  two  hun- 
dred delegates  left  Columbus  Sunday  morning,  January  16, 
to  attend  the  joint  convention,  which  met  at  Chicago  on 
Monday,  January  17. 

There  were  present  at  the  joint  convention  altogether  five 
hundred  and  twenty-eight  delegates.  Two  hundred  and 
seventy-eight  miners  represented  the  five  competing  States 
of  Pennsylvania,  Ohio,  Indiana,  Illinois,  and  West  Virginia, 
and  two  hundred  and  fifty  operators  represented  the  first 
four  States,  the  West  Virginia  operators  still  failing  to  send 
delegates.* 

The  first  work  of  the  convention  was  a  discussion  of  the 
prices  and  differentials  to  be  paid  for  mining,  and  the  basis 
on  which  such  prices  and  differentials  should  be  arranged. 
Should  run  of  mine,  or  gross  weight,  form  the  basis,  or  should 
the  old  system  of  paying  for  screened  coal  be  continued? 
And  if  the  screen  method  was  to  be  continued,  what  should 
be  the  size  of  the  screens?  In  Illinois  the  act  of  June,  1897, 
requiring  pay  for  gross  weighty  had  already  been  generally 
complied  with  by  the  operators.  In  many  places  they  had 
incurred  expense  in  constructing  new  apparatus  necessary  to 
meet  the  requirements  of  the  law.  The  new  system,  at  first 
objected  to  by  the  operators,  had  been  found  to  work  satis- 
factorily in  the  few  months  it  had  been  tried,  and  both  miners 
and  operators  were  now  willing  to  continue  on  that  basis. 

In  the  other  States  the  situation  was  different.  In  Indiana, 
gross  weight  was  optional  by  agreement  between  miners  and 
operators.  The  law  in  Ohio  which  now  requires  pay  for 
gross  weight  had  not  then  been  passed.  The  gross  weight  law 
in  Pennsylvania  had  not  then  long  been  in  existence.     While 

ferred  to  the  IooaI  onione  for  a  referendum  rote,  it  was  lost  by  10,208  votes 
against  7,822,—  little  more  than  half  the  accredited  membership  of  80,000  yoting. 
See  Cnlled  Mint  Work^n'  Journal,  January  13,  p.  2,  and  March  10, 1898,  p.  1. 

*  OffieUU  Proeeedinggf  p.  10.  There  were  for  a  time  some  objections  to  the 
West  Virginia  miners'  delegates  haying  a  Tote  in  the  convention,  because  the 
operators  from  that  State  had  not  sent  delegates.  At  first  they  were  given  a  seat 
without  a  vote.  Later,  however,  they  were  given  the  right  to  vote.  When  the 
scale  committee  was  appointed  to  arrange  prices  and  differentials  for  the  various 
fields,  these  delegates  were  represented  by  the  regular  number  allowed  each  State. 
The  scale  comndttee  was  composed  of  an  equal  number  of  miners  and  operators 
from  each  State  excepting  the  operators  from  West  Virginia. 
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many  of  the  Pennsylvania  operators  had  prepared  to  comply 
with  the  new  requirements  of  their  State,  others  had  opposed 
it  (the  question  of  its  constitutionality  is  now  before  the 
courts).  It  was  maintained,  moreover,  by  some  of  the  Penn- 
sylvania operators  that  the  gross  weight  law  offered  induce- 
ment to  the  miners  to  blast  the  coal  "  off  the  solid,"  thereby 
shattering  it  and  rendering  it  less  salable.* 

Owing  to  these  conflicting  conditions,  it  appeared  impossible 
to  agree  on  the  gross  weight  basis  for  prices  and  differentials 
which  the  miners  wanted.  The  miners  from  all.  five  States 
and  the  Illinois  operators  were  solidly  for  it :  the  other  opera- 
tors, with  the  exception  of  some  in  Indiana,  were  solidly 
against  it.f  The  result  was  a  compromise.  It  was  agreed 
that  in  Indiana,  Ohio,  and  Pennsylvania  the  price  paid  should 
be  for  screened  coal  as  a  basis,  but  that  the  option  of  paying 
for  either  screened  coal  or  for  gross  weight  should  be  given 
the  operators  of  all  the  States  except  Illinois. t  The  differ- 
ence in  the  price  to  be  paid  for  gross  weight  and  screened 
coal  was  to  be  determined  by  the  actual  percentage  of  coal 
passing  through  the  screens.  The  standard  screen  was  to 
have  seventy-two>  superficial  square  feet,  with  one  and  a  quar- 
ter inch  spaces  between  the  bars;  and  the  standard  unit  of 
weight  was  to  be  two  thousand  pounds  to  the  ton. 

We  turn  now  to  the  questions  as  to  prices  and  differentials. 
In  Illinois  the  operators  had  met  some  time  before  the  conven- 
tion, and  had  readjusted  prices  and  differentials  throughout 
the  State.  These  rates  had  been  generally  agreed  to  by  all 
the  operators  except  those  in  the  Fourth  District,  or  what  is 
called  the  Grape  Creek  district,  in  the  central  part  of  the 
State.  In  Illinois,  therefore,  the  situation,  with  this  one  ex- 
ception, was  satisfactory;  and  the  miners  appear  to  have  had 
few  demands  to  make.  At  the  close  of  the  strike  of  1897 
they  had  obtained  the  same  average  advance  of  10  cents  per 
ton  which  had  been  secured  in  the  other  States.  But,  in  ad- 
dition, they  were  paid  these  advanced  prices  for  gross  weight, 
equivalent  to  an  advance  of  at  least  10  cents  more. 

$  See  the  Qff^eUU  ProoeedingSi  p.  15.  t  Itid.,  p.  21. 

t  Of  coarse,  this  was  not  binding  on  the  West  Virginia  operatorsi  who  were 
not  present.  Attempts  on  the  part  of  the  miners  in  that  State  later  to  bring 
about  improTed  conditions  haye  not  been  yery  sncoessful. 
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In  Western  Pennsylvania,  Ohio,  and  Indiana,  however,  the 
situation  was  different.  In  order  to  put  these  States  on  an 
equal  footing  with  Illinois,  an  advance  of  10  cents  per  ton  was 
necessary.  Moreover,  the  miners  maintained  that  they  were 
justified  in  this  because  of  the  improved  condition  of  the 
market.  Accordingly,  President  Ratchford,  for  the  miners, 
offered  the  following  resolution:  "That  an  advance  of  10 
cents  per  ton  for  mining  screened  coal  take  place  in  Western 
Pennsylvania  and  in  the  Hocking  Valley  and  Indiana  bitumi- 
nous districts  on  April  1,  1898,  with  proportionate  prices  for 
run  of  mine."  Together  with  this  resolution,  he  renewed  a 
resolution  previously  introduced  by  the  operators, —  that  "on 
and  after  April  1,  1898,  the  eight-hour  day  shall  go  into  effect 
in  all  the  districts  represented,  and  that  uniform  wages  for 
the  different  classes  of  day  labor  be  paid  in  the  fields 
named."  *  These  resolutions  received  the  unanimous  vote  of 
the  miners,  and  of  all  except  the  Ohio  operators,  who  voted 
two  for  and  two  against.f  The  Ohio  operators  who  voted 
against  the  resolutions  did  so,  they  maintained,  because  they 
could  not  afford  to  pay  more  than  '*  60  or  61  cents  per  ton 
with  West  Virginia  competing  successfully  already  in  all  the 
markets  for  Ohio  coal,  and  independent  of  the  influence  of 
organized  labor."  Notwithstanding  also  that  the  Pennsyl- 
vania operators  had  given  a  full  vote  for  President  Hatch- 
ford's  resolution,  a  considerable  number  maintained  that  the 
differential  between  the  price  paid  by  them  and  that  paid  by 
the  Ohio  operators  was  unfair.  For  years  a  differential  of 
9  cents  in  favor  of  the  Ohio  operators  had  been  maintained, 
owing  to  the  larger  spaces  in  the  screens  used  in  Pennsyl- 
vania.    The  miners  replied  that,  if  the  Pennsylvania  operators 

•  OJfleial  Proceedinge,  p.  22.  It  is  but  just  to  state  that  a  resolution  in  favor 
of  the  eight-hour  day  had  been  submitted  by  Mr.  F.  L.  Robbins,  operator  from 
Western  Fennsylyania,  and  onanimoosly  adopted  by  the  conTention  two  days 
before  this.  Further,  on  the  same  day,  Mr.  H.  L.  Chapman,  an  operator  from 
Ohio,  had  submitted  a  resolution  that  the  miners  of  the  competitive  districts  be 
given  an  advance  of  10  cents  per  ton,  **  and  that  the  same  relative  conditions  that 
now  exist  be  continued  in  all  the  competitive  fields.'*  The  last  clause,  relating 
to  conditions,  caused  a  heated  discussion  on  the  question  of  run  of  mine,  so  that 
the  eight-hour  day  resolution  seems  to  have  been  lost  sight  of  until  brought  up 
again  by  Mr.  Ratchford. 

ton  all  questions  each  State  was  allowed  the  same  number  of  votes,  the 
operators  four,  and  the  miners  four. 
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would  give  them  the  same  conditions  as  the  Ohio  operators 
gave  their  miners,  they  would  accept  Ohio  prices.  This  was 
agreed  to  by  the  Pennsylvania  operators,  and  one  and  a  quar- 
ter inch  screens  were  substituted  for  one  and  a  half  inch 
screens.*  To  this  agreement,  again,  the  Ohio  operators  ob- 
jected, maintaining  that,  with  the  differential  removed,  Penn- 
sylvania would  come  into  unjust  competition  with  them. 
Nevertheless,  the  convention  stood  by  the  resolution  for  the 
general  advance  of  10  cents  per  ton.  It  was  feared  that  in 
order  to  obtain  the  advance  in  Ohio  (Hocking  Valley),  a  strike 
would  be  necessary ;  but  this  was  avoided  because  the  opera- 
tors acceded  to  the  demands  before  April  1,  when  the  new 
prices  went  into  effectf  The  advance  in  price  to  the  Penn- 
sylvania miners  was  only  1  cent ;  namely,  from  65  to  66  cents 
per  ton.  But  the  change  in  the  screens  was  equivalent  to  an 
additional  gain  of  9  cents  per  ton,  so  that  they  really  secured 
the  same  advance  as  the  Ohio  and  Indiana  miners.^ 

As  to  the  uniform  pay  for  day  labor  which  President  Ratch- 
ford's  resolution  called  for,  it  was  found  difficult  to  arrange 
any  suitable  scale  at  the  convention.  It  was  therefore  agfeed 
that  the  matter  should  be  referred  to  a  committee  of  two 
miners  and  two  operators  from  each  State,  who  should  meet 
in  Columbus,  Ohio,  March  8.  This  committee  met  at  the 
appointed  time,  and  arranged  a  scale  of  wages  for  inside 
(underground)  day  labor,  to  be  calculated  as  follows :  First, 
an  average  rate  of  pay  was  found  for  each  class  of  day  labor 
in  the  different  States,  based  on  the  old  ten-hour  day ;  then 
these  general  averages  were  reduced  one-fifth,  to  meet  the  re- 
quirements of  the  new  eight-hour  day ;  and  to  the  result  thus 
obtained  for  each  class  of  day  labor  was  added  an  advance 
proportionate  to  that  gained  by  the  miners.§     That  is,  a  scale 

•From  a  letter  to  the  present  writer  from  an  official  of  the  United  Mine 
Workers  in  the  Pittsburg  district,  dated  March  16, 1898. 

t  Bee  UnUed  Mine  Workenf  Journal  for  March  34,  jxiMim,  and  March  31, 1808. 

t  The  same  relatiye  prices  and  conditions  between  machine  and  pick  mining 
that  had  existed  in  the  different  States  were  continued;  that  is,  from  three-fifths 
to  four-fifths  of  the  price  paid  for  pick  mining  was  to  be  paid  for  machine 
mining.    See  OjBlieUU  Prooeedinffs,  pp.  27,  28. 

§The  scale  agreed  upon  was  as  follows:  track-layers,  $1.90;  track-layers' 
helpers,  fl.75;  trappers,  75  cents;    bottom-cagers,  fl.76;   driyers,  fl.75;  trip- 
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was  agreed  upon  which  meant  eight  hours'  pay  for  eight  hours' 
work,  with  the  same  percentage  of  advance  over  the  old  prices 
as  the  miners  had  obtained.  It  was  found  impossible  to  agree 
upon  a  uniform  rate  of  wages  for  outside  day  labor,  owing  to 
the  inevitable  variations  in  the  conditions  under  which  such 
labor  is  employed.  Such  wages  were  to  be  settled  by  un- 
fettered agreement  in  each  case. 

Such,  then,  in  broad  outline,  were  the  prices  and  differen- 
tials agreed  upon.  The  new  gains  to  the  Qiiners  of  Pennsyl- 
vania, Ohio,  and  Indiana,  were  as  great  as  those  gained  at  the 
close  of  the  strike  of  1897;  and  in  Illinois,  also,  substantial 
gains  were  made.  It  was  found  impossible  to  settle  in  the 
convention  all  minor  differences  as  to  prices  and  conditions 
arising  in  the  various  localities,  such  as  must  necessarily  arise 
when  great  changes  are  made.  These  differences  were  to  be 
referred  for  settlement  to  the  miners  and  operators  interested, 
with  the  understanding  that  the  prices  and  conditions  agreed 
upon  at  the  joint  convention  should  form  the  basis  and  guide 
for  all  such  negotiations. 

To  enforce  the  Chicago  agreements,  several  small  strikes 
proved  necessary ;  and  several  are  still  going  on.  But,  with 
unimportant  exceptions,  the  new  prices  and  conditions  have 
gone  into  effect,  and  both  miners  and  operators  are  faithfully 
observing  the  agreements  made.*.  An  official  of  the  United 
Mine  Workers  says:  "Miners  and  operators  are  generally 
living  up  to  the  interstate  agreement.  The  little  trouble 
occurring  is  due  only,  as  is  usual  in  such  cases,  to  the  changes 
made  in  conditions  and  to  misunderstanding  concerning  cer- 
tain provisions  of  the  agreement."  t  It  is  worthy  of  particular 
mention  that  the  eight^hour  day,  which  the  miners  for  years 
had  worked  for,  was  at  last  gained,  not  through  a  long  and 
bitter  struggle,  but  through  the  cordial  agreement  of  employers 
and  workmen.    The  time  was  opportune  for  it.    Coal  mines 

riders,  $1.75;  water-baalen,  $1.76;  tlmbermen,  where  Buch  are  employed,  $1.90; 
pipemen,  f or  compressed  air  plants,  $1.86;  company  men  In  long-wall  mines  of 
third.yein  district,  Northern  Illinois,  $1.76;  aU  other  inside  day  labor,  $1.76.  See 
Black  Diamond,  March  19, 1888. 

•  See  file  of  United  Mine  Workers*  Journal  for  March  and  April,  1898. 

t  From  a'letter  to  the  present  writer  dated  April  26, 1898;  confirmed  by  a  later 
letter,  of  May  24,  from  President  Ratchford. 
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nowhere  were  running  to  their  full  capacity.  While  the  strike 
of  1897  had  to  some  extent  cleared  the  markets,  the  over- 
supply  of  coal  was  again  making  itself  felt.  A  prominent 
operator  in  Northern  Illinois  writes  that  "  there  is  hardly  a 
mine  in  the  country  that  cannot  hoist  all  the  coal  it  can  find  a 
market  for  in  eight  hours  daily."  *  The  establishment  of  the 
eight-hour  day  in  the  mining  industry  the  miners  regard 
as  their  greatest  gain.  Their  journal,  the  United  Jdtne 
Workers*  Journal^  said^f  ^*10  cents  a  ton  is  a  great  ad- 
vance in  wages,  and  one  which  will  be  highly  appreciated  by 
the  miners ;  but  the  greatest  achievement  of  the  joint  conven- 
tion, and  that  which  will  give  it  historical  significance,  is  the 
fact  that  it  was  agreed  to  by  both  operators  and  miners  that 
eight  hours  should  constitute  a  day's  work.''  The  advent  of 
the  shorter  day  on  April  1  was  duly  celebrated  throughout 
the  mining  districts  with  appropriate  demonstrations  and 
public  speeches. 

That  the  agreements  arrived  at  in  the  joint  convention 
might  be  as  far-reaching  as  possible,  it  was  unanimously  voted 
that  the  miners'  national  officials  begin  a  campaign  of  organi- 
zation in  all  States  where  the  miners  were  poorly  organized, 
such  as  West  Virginia,  Kentucky,  Alabama,  and  Iowa.  *^  To 
this  the  operators  pledged  their  hearty  support."  t  All  the 
formal  agreements  as  to  prices,  conditions  under  which  mining 
was  to  be  carried  on,  hours  of  labor,  and  the  time  and  place  of 
meeting  of  the  next  joint  convention  were  embodied  in  a  con- 
tract, which  was  properly  signed  by  representative  operators 

•From  a  letter  to  the  present  writer  dated  March  2, 188S.  What  the  effect  of 
the  eight-hoar  day  on  the  output  of  coal  will  be  it  ia  difflcult  at  present  to  say. 
The  following  interesting  statement  is  made  by  the  same  operator  in  a  letter  of 
May  19 :  '*  Regarding  the  eight-hour  day  I  will  say  that,  beginning  with  April  1 
[when  the  shorter  day  went  into  eflfect]  until  the  beginning  of  this  month,  the 
output  was  cut  down  considerably,  as  the  men  were  not  used  to  performing  their 
work  and  getting  the  coal  ready  in  eight  hours.  They  had  been  used  to  consum- 
ing the  entire  ten  hours  in  getting  the  coal  ready.  The  output  was  cut  down 
something  like  90  per  cent,  during  the  month  of  April,  eren  where  the  mines  had 
a  chance  to  run  f  uU  time.  The  month  of  May  shows  a  marked  improvement  in 
the  tonnage  at  the  same  mines.  The  men  are  adjusting  themselves  to  the  eight- 
hour  day,  and,  though  not  getting  out  as  much  coal  as  in  ten  hours,  have  in- 
creased their  output  considerably,  owing  to  the  fact  that  they  have  learned  how 
to  get  their  coal  ready  in  shorter  time  than  before." 

t  February  3, 189S. 

X  See  the  BUuk  Diamond  (the  journal  of  the  operators),  January  29, 1898. 
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and  miners  from  each  State  represented,*  and  which  was  to 
hold  for  one  year,  beginning  April  1,  1898.  It  was  agreed 
that  the  next  joint  convention  should  be  held  on  the  third 
Tuesday  in  January,  1899,  in  the  city  of  Pittsburg.  One  of 
the  stipulations  of  the  contract  was,  "  That  the  United  Mine 
Workers'  organization,  a  party  to  this  contract,  do  hereby 
further  agree  to  afford  all  possible  protection  to  the  trade,  and 
to  the  other  parties  hereto,  against  unfair  competition  result- 
ing from  a  failure  to  maintain  scale  rates."  To  avoid  strikes, 
a  system  of  arbitration  was  to  be  arranged.  District  "  boards 
of  conciliation"  were  to  be  provided  for  each  field  for  the 
settlement  of  local  grievances.  State  boards  were  to  dispose 
of  matters  affecting  two  or  more  districts  within  the  State, 
and  an  interstate  board  was  to  adjust  differences  that  might 
arise  between  the  miners  and  operators  of  different  States.t 

It  will  be  seen  that  the  agreements  reached  by  the  miners 
and  operators  form  an  excellent  example  of  *'  collective  bar- 
gaining." Other  notable  examples  in  this  country  are  the  col- 
lective bargains  made  in  the  same  way  by  the  Amalgamated 
Association  of  Iron  and  Steel  Workers,  the  Iron  Moulders 
Union  of  North  America,  and  the  American  Flint  Glass 
Workers'  Union,  with  their  employers.^  In  England  the 
Durham  and  Northumberland  coal  miners  have  for  many 
years  carried  on  collective  bargaining  with  their  employers 
with  gi'eat  success.  There  is  also  a  significant  parallel  be- 
tween the  methods  used  in  England  and  the  United  States,  in 
the  settlement  first  of  general  prices  for  the  whole  industry 
and  the  application  thereafter  of  the  new  prices,  with  proper 
differentials,  to  localities  with  varying  conditions.  In  Eng- 
land the  ''  Board  of  Conciliation,"  composed  of  operators  and 

*Sxcept  the  Ohio  operators,  who  were  stiU  unwilling,  at  the  close  of  the  con- 
Tention,  that  the  dlfterential  of  9  cents  between  Ohio  and  Pennsylvania  be 
abolished.  The  contract  was  signed  for  the  miners  by  the  National  ExecntiTC 
Board  and  district  presidents  of  the  United  Mine  Workers.— C^^loio^  Proceedings, 
p.  28. 

t  BUiek  Diamond,  January  29, 1896,  p.  126. 

tFrom  a  letter  dated  April  29,  1886,  to  the  present  writer  from  Mr.  Gompers, 
president  of  the  American  Federation  of  Labor.  Mr.  Oompers  says  further: 
*'  The  rule  in  the  United  States  is  that  the  '  collective  bargaining;  *  takes  place 
between  organized  labor  and  employers  more  largely  in  localities.  Quite  a  num- 
ber of  national  unions  undertake  local  collective  bargaining  from  national  head- 
quarters." 
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coal  miners,  meets  to  stipulate  the  general  prices  and  condi- 
tions which  shall  be  maintained  in  the  industry;*  but  the 
special  application  of  these  prices  to  different  localities  is  at- 
tended to  by  "joint  committees."  Precisely  this  was  done 
in  Pennsylvania,  Ohio,  Indiana,  and  Illinois,  after  the  Chicago 
convention.  The  logic  of  the  whole  situation,  so  far  as  collec- 
tive bargaining  is  concerned,  is  that  to  make  it  thoroughly 
successful  the  co-operation  of  a  large  majority  both  of  opera- 
tors and  miners  is  necessary, —  a  sufficiently  large  majority  to 
control  the  industry.  Moreover,  from  the  point  of  view  of 
the  operator  who  is  a  party  to  the  bargain,  it  practically 
means  compulsory  membership  in  the  miners'  union — the 
other  party  to  the  bargain  —  for  any  one  seeking  employment. 
From  the  point  of  view  of  the  miners'  union  it  means  an 
agreement  to  the  bargain  on  the  part  of  the  operator  before 
the  miners  will  work  for  him.  Hence  it  is  that  the  operators 
and  miners  represented  in  the  joint  convention  at  Chicago 
have  pledged  their  mutual  snpport,  and  that  the  operators 
urge  the  members  of  the  United  Mine  Workers  to  enlist  in 
their  ranks  the  coal  miners  in  all  the  coal-producing  States. 
The  result  of  this  new  impetus  is  that  the  miners'  union  is 
making  rapid  progress  in  Iowa,  Kentucky,  Alabama,  and  other 
States  in  which  heretofore  it  has  been  weak.f  The  agree- 
ments reached  at  Chicago  affect  the  wages  and  conditions  of 

*  Not  annually,  bat  whenever  it  is  felt  a  radical  change  is  necessary;  usoally 
at  intervals  longer  than  a  year.  Bee  Webb,  JndustrUU  Demoeraey,  vol.  i.  pp. 
192, 193.    Compare  also  the  discussion  of  ooUective  bargaining  In  these  passages. 

t  See  the  file  of  United  Mine  Workeni'  Journal  since  January,  1896. 

The  one  thing  at  present  which  threatens  to  make  it  very  difficult  for  the 
miners  and  operators  of  Pennsylvania,  Ohio,  Indiana,  and  Illinois  to  maintain  the 
Chicago  agreements  is  the  fact  that  the  mine  workers  are  finding  it  almost  im- 
possible to  bring  the  miners  of  West  Virginia  into  their  organization.  This  is 
largely  due  to  the  fact  that  many  of  the  West  Virginia  miners  are  negroes  who 
cannot  be  persuaded  to  Join  a  union.  The  operators  in  that  State  have  taken 
advantage  of  the  situation,  and  have  neither  given  the  advance  in  the  price  for 
mining  which  the  operators  in  the  other  States  have  given  nor  changed  the  con. 
ditions  under  which  mining  is  being  carried  on.  The  larger  screens  are  stiU 
used,  and  the  ten-hour  day  still  obtains.  The  result  Is  that  the  West  Virginia 
operators  have  been  able  to  undersell  the  Ohio  operators  in  a  large  part  of  the 
markets  usually  supplied  by  Ohio.  President  Ratchford  has  sent  out  a  circular 
letter  stating  the  facts,  and  requesting  **  that  the  buyers  and  eonsumers  of  coal 
. . .  refuse  to  purchase  or  consume  West  Virginia  coal  until  fair  conditions  and 
living  wages  are  granted  to  the  miners  of  West  Virginia/'  This  letter,  dated 
May  16, 1896,  is  reprinted  in  the  United  Mine  Workere'  Journal  of  May  19. 
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labor  of  over  146,000  men,  or  three-fifths  of  the  total  number 
employed  in  the  bitaminous  coal  mining  in  the  United  States, 
not  to  speak  of  those  who  have  been  benefited  indirectly. 

The  Chicago  convention  ^as  not  only  '^one  of  the  most 
important  interstate  joint  conventions  of  bitaminous  coal 
miners  and  operators  ever  held  in  America,"  *  it  was  perhaps 
the  most  remarkable  gathering  of  employers  and  their  work- 
men ever  held  in  this  country.  Both  parties  believed  that, 
with  due  recognition  of  mutual  interests,  they  had  placed  their 
industry  on  as  fair  and  square  a  basis  as  was  possible  in  view 
of  the  great  territorial  extent  which  it  occupied  and  of  the 
varying  conditions  which  had  to  be  dealt  with.  At  the  close 
of  the  convention  cheers  were  given  for  the  leaders  on  both 
sides.  The  operators  congratulated  the  miners  on  their  good 
organization,  and  complimented  their  leader.  President  Ratch- 
ford,  on  his  success  in  bringing  order  and  harmony  out  of 
chaos  and  opposition.  The  miners  praised  the  operators,  and 
frankly  admitted  that  they  had  received  greater  concessions 
than  they  had  hoped  for  or  expected.  The  convention  closed 
appropriately  by  singing  the  national  anthem. 

John  E.  George. 
Habvabd  IJNiVEBsrrr. 

•  Qaoted  from  the  Black  Diamond,  January  29, 18M,  p.  126.  In  the  same  Issue 
it  is  said  that  **  the  triumph  for  the  principle  of  conciliation  as  a  means  of 
settlinjc  diiferences  between  employers  and  employees,  which  may  and  will  arise 
about  the  price  of  labor,  is  far-reaehing:,  and  in  this  instance,  where  interests  are 
so  vast,  diverse,  and  complex,  it  appears  to  be  little  short  of  wonderful  to 
know  that  an  agreement  has  been  reached  which  insures  i>eace  in  the  coal-mining 
community  for  over  a  year.»' 
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RECENT  LEGISLATION  AND   ADJUDICATION 
ON  TRUSTS. 

Within  the  last  year  or  two  certain  decisions  of  the  courts 
and  an  investigation  by  the  New  York  legislature*  have 
revealed  enough  change  in  the  legal  position  of  trusts  and 
monopolies  to  warrant  some  brief  attention. 

Towards  the  close  of  the  campaign  of  1896  the  Democratic 
party,  relying  upon  a  prevalent  feeling  of  hostility  to  monopo- 
lies, turned  its  efforts  towards  convincing  the  voters  that  the 
Republican  party  was  the  friend  of  the  trusts  and  the  Demo- 
cratic party  their  enemy.  It  was  apparently  in  part  as  a  result 
of  this  campaign  that  the  New  York  legislature,  in  its  session  of 
1897,  appointed  a  joint  committee  of  the  Senate  and  Assembly 
(containing,  of  course,  a  majority  of  Republicans)  to  make  an 
investigation  and  to  suggest  legislation.  The  Democrats 
accused  the  Republicans  of  bad  faith,  and  of  a  wish  merely  to 
protect  the  trusts ;  while  the  Republicans  naturally  maintained 
that  they  were  as  anxious  as  their  opponents  to  protect  the 
people  against  the  evils  of  monopoly. 

The  committee  held  several  public  sessions,  and  took  testi- 
mony, particularly  with  reference  to  the  American  Sugar 
Refining  Company,  the  United  States  Rubber  Company,  the 
National  Wall  Paper  Company,  and  the  American  Tobacco 
Company.  The  testimony  shows  in  the  main  much  of  the 
same  astonishing  forgetfulness  and  ignorance  of  their  own 
business  on  the  part  of  the  chief  officers  and  managers  of 
monopolies  that  have  been  exhibited  in  previous  investiga- 
tions. But,  on  the  whole,  it  appears  that  such  managers  are 
becoming  somewhat  more  frank  regarding  their  methods  than 

*  Report  and  Proceedings  qf  the  Joint  CommiUee  of  the  Senate  and  Assembly 
appointed  to  investiffctte  TnietSf  Senate  Document,  No.  40,  pp.  1940 ;  Albany  and 
New  York,  1897. 
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they  were  in  earlier  days ;  and  one  not  infrequently  finds  bits 
of  information  that  are  exceedingly  interesting.  For  exam- 
ple, Mr.  Havemeyer  said  that  he  would  not  go  into  any  busi- 
ness from  which  he  could  not  make  15  to  20  per  cent,  on  the 
capital  invested,  and  knew  ^  plenty  "  of  lines  of  business  that 
during  the  years  from  1893  to  1897  obtained  that  rate  of 
profit.  One  of  the  methods  employed  by  the  monopolies,  the 
system  of  ^'  factors'  agreements,"  was  explained  in  this  investi- 
gation more  fully  than  ever  before.  Under  this  system  the 
iiompanies,  instead  of  making  direct  sales,  go  through  the  form 
of  consigning  their  products  to  factors  for  sale  under  regula- 
tions which  seem  to  give  the  companies  a  control  over  the 
distribution  of  the  product,  which,  with  their  large  if  not  ex- 
clusive control  of  the  producing  capacity,  enables  them  to  fix 
and  maintain  prices  at  will  better  than  does  any  other  method. 

The  report  proper  makes  the  distinction  between  legal 
monopolies,  natural  monopolies,  and  capitalistic  monopolies 
that  has  been  made  of  late  years  by  economists ;  and  the  com- 
mittee, quoting  the  definition  of  capitalistic  monopolies  origi- 
nally published  in  the  Political  Science  Quarterly,  says  that  it 
confines  its  investigations  to  that  class  of  monopolies.  It 
admits  the  benefits  that  come  from  the  conduct  of  business  on 
a  large  scale,  but  does  not  find  that  the  economies  effected 
bring  about  any  reduction  in  prices  to  the  consumer.  Nor  do 
these  economies  secure  a  more  perfect  product  or  better  wages 
or  more  constant  employment  of  labor.  It  does  find  that 
through  the  trusts  a  greater  stability  of  price  has  been  secured, 
but  is  doubtful  whether  this  stability  is  of  any  advantage  to 
the  consumer.  Especial  attention  is  called  to  the  question  of 
over-capitalization  and  to  the  evils  that  come  from  speculation 
in  the  stocks  of  the  monopolies.  Yet  the  majority  of  the 
committee  do  not  feel  prepared  to  suggest  a  remedy  for  these 
evils.  They  fear  that  restrictions  upon  the  issue  of  capital 
stock  or  requirement  of  the  absolute  payment  in  cash  for  such 
stock  would  drive  capital  from  the  State. 

As  to  general  remedies,  they  are  inclined  to  be  more  con- 
servative than  most  of  their  predecessors  have  been.     They  . 
are  unwilling  in  any  Way  to  limit  the  combination  of  capital,  j 
which  may  secure  the  benefits  of  the  economies  of  large  estab- 
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lishments,  althoagh  they  do  oppose  those  combinations  whose 
tendency  is  especially  to  restrict  trade.  They  believe  that 
foreign  corporations  should  be  put  under  the  same  restrictions 
as  domestic  corporations.  But  their  chief  effort  is  to  secure 
publicity  with  reference  to  the  actual  working  of  the  monopo- 
lies themselves,  in  order  that  in  this  way  they  may  be  en- 
abled to  punish  specific  acts  of  oppression,  while  retaining  the 
benefits  that  come  from  combination.  To  secure  this  end 
they  submitted  a  bill,  which  became  a  law,  investing  the  at- 
torney-general with  power  to  examine  witnesses  under  a  sub- 
poena ^^  to  be  issued  on  his  application  ex  parte  by  a  justice  of 
the  Supreme  Court,  conferring  the  constitutional  guarantee 
of  absolute  immunity  on  those  testifying." 

This  conservative  recommendation  of  the  majority  was 
naturally  attacked  by  the  minority  in  a  much  more  radical 
report.  Among  other  things  the  minority  reconunended  that 
the  amount  of  capital  which  might  be  employed  by  a  corpora- 
tion organized  for  the  purpose  of  manufacturing  or  dealing 
with  any  of  the  necessaries  of  life  be  absolutely  limited ;  that 
no  stock  or  bonds  of  such  a  corporation  be  issued  except  at 
par,  and  for  money  or  property  actually  going  into  the 
treasury  of  said  corporation ;  that  the  number  of  such  corpora- 
tions which  an  individual  or  group  of  individuals  might  or- 
ganize or  control  be  limited ;  that  the  listing  or  general  mar- 
keting of  the  stock  of  such  corporations  be  prohibited;  and 
that  all  speculation  by  directors  or  officers  in  the  stock  of  such 
corporations  be  prohibited. 

Under  the  act  passed*  on  the  recommendation  of  the 
majority,  the  attorney-general  attempted  to  investigate  the 
affairs  of  the  coal  combination,  with  the  result  that  certain 
features  of  the  act  were  declared  unconstitutional  by  the 
Supreme  Court  in  July,  1897.t  There  it  was  held,  first,  that 
the  law  attempted  to  impose  upon  the  judiciary  administra- 
tive and  therefore  non-judicial  functions,  in  that  the  attorney- 
general  sought  the  aid  of  the  court  in  determining  whether  or 
not  he  should  commence  an  action  under  the  act.  But  this 
point  was  not  sustained  by  the  Appellate  Division.}    Second, 

•  yew  York  Lattif  1897,  ch.  883.       t  Matt^  qf  AttorheiHfeneral,  21  Miso.  101. 
1 22  AppeUate  DiTiaion,  286. 
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it  wag  held  that  the  protection  famished  in  the  act  to  the  per- 
son compelled  to  testify  against  himself  was  not  sufficient  to 
conform  to  the  constitutional  requirement.  He  was  protected 
only  against  indictment  for  perjury,  not  from  prosecution  for 
the  crime  sought  to  be  discovered  by  the  examination.  Still 
further,  it  was  declared  that  the  petition  of  the  attorney- 
general  was  insufficient  in  form,  in  that  its  allegations  were 
made  merely  on  information  and  belief,  without  stating  sources 
of  information  or  grounds.  The  Appellate  Division*  sus- 
tained the  lower  court  in  its  opinion  that  the  attorney- 
general's  affidavits  were  not  sufficient;  and  the  Court  of 
AppealSjt  on  a  question  of  practice,  without  considering  the 
merits  of  the  case,  dismissed  it.  The  practical  outcome  of  the 
legal  contest  is  that  under  the  law  the  attorney-general  is  un- 
able to  obtain  the  information  required  in  order  to  give  full 
publicity  to  the  work  of  the  combinations. 

Of  much  greater  significance,  so  far  as  the  legal  status  of 
combinations  in  the  country  is  concerned,  are  two  recent  deci- 
sions in  the  United  States  courts.  The  Supreme  Court  in  the 
case  of  the  United  States  v.  the  Trans- Missouri  Freight  As- 
sociation t  on  March  22,  1897,  held  that  the  provisions  respect- 
ing contracts,  combinations,  and  the  like,  in  the  federal  act  of 
1890,  "to  protect  trade  and  commerce  against  unlawful  re- 
straints and  monopolies,"  apply  to  and  cover  common  carriers 
by  railroad,  and  "  a  contract  between  them  in  restraint  of  such 
trade  or  commerce  is  prohibited,  even  though  the  contract  is 
entered  into  between  competing  railroads,  only  for  the  pur- 
pose of  thereby  effecting  traffic  rates  for  the  transportation  of 
persons  and  property  " ;  and,  further,  that  the  Interstate  Com- 
merce Act  of  1887  is  not  inconsistent  with  the  anti-trust  law, 
and  that  the  prohibitory  provisions  of  the  act  of  189Q  "apply 
to  all  contracts  in  restraint  of  interstate  or  foreign  trade  or 
commerce  without  exception  or  limitation,  and  are  not  con- 
fined to  those  in  which  the  restraint  is  unreasonable."  Up  to 
the  date  of  this  decision  the  only  effective  decisions  in  the 
way  of  restraining  the  trusts  were  those  reached  under  the 
common  law,  notably  the  New  York  cases  against  the  Sugar 

*  22  Appellate  Diylslon,  285.  1 105  N.  T.  441.  1 166  U.  8.  290. 
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Trust.*  In  these  the  ground  of  decision  had  been  that  in  en- 
tering into  the  trust  and  giving  over  their  powers  to  trustees 
they  had  been  acting  icUra  vires.  The  decision  that  all 
such  contracts,  whether  reasonable  or  unreasonable,  are  void 
under  the  act  of  1890,  is  a  very  decided  step  towards  making 
the  law  effective.  Whether  it  is  beneficial  or  not  is  another 
question. 

The  still  more  recent  decision  of  February  8,  1898,  in  the 
United  States  Circuit  Court  of  Appeals  in  the  sixth  circuit,  in 
the  case  of  the  United  /States  v.  Addyston  Pipe  and  Steel 
Company^  t  carries  this  matter  still  further,  in  the  only  case 
which  has  directly  upheld  the  act  of  1890,  so  far  as  it  concerns 
"capitalistic"  monopolies.  In  the  case  brought  against  the 
Sugar  Trust  t  under  the  act,  it  was  held  that  this  trust  was  a 
contract  of  association  for  the  manufacture  of  sugar,  and  did 
not  involve  the  restraint  of  sales  of  merchandise  to  be  deliv- 
ered across  State  lines,  and  that,  therefore,  the  act  did  not 
apply.  But  in  this  last  case  against  the  Iron  Pipe  Trust  it  is 
held  that  "contracts  which  operate  as  a  restraint  upon  the 
soliciting  of  orders  for  and  the  sale  of  goods  in  one  State,  to 
be  delivered  from  another,  are  contracts  in  restraint  of  inter- 
state commerce  within  the  meaning  of  the  act  of  July  2, 
1890,"  and  are  therefore  illegal.  This  decision,  moreover, 
emphasizes  the  distinction  between  the  anti-trust  law  and  the 
common-law  rule.  In  rendering  the  decision,  the  court  as- 
serted that  "  contracts  that  were  in  unreasonable  restraint  of 
trade  at  common  law  were  not  unlawful  in  the  sense  of  being 
criminal,  or  as  giving  rise  to  an  action  for  damages  to  one 
prejudicially  affected  thereby,  but  as  simply  void  and  not  en- 
forceable. The  effect  of  the  anti-trust  law  of  1890  is  to 
render  such  contracts,  as  applied  to  interstate  commerce,  un- 
lawful in  the  affirmative  or  positive  sense,  and  punishable  as  a 
misdemeanor,  and  also  to  create  a  right  of  civil  action  for 
damages  in  favor  of  persons  injured  thereby,  and  a  remedy  by 
injunction  in  favor  both  of  private  persons  and  the  public 
against  the  execution  of  such  contracts  and  the  maintenance 
of  such  trade  restraints." 

•  People  ▼.  The  North  River  Sugar  Sefinifng  Ccmpany^  22  Abbott  N.  C.  164;  16 
CiT.  Proc.  1;  64  Hun,  864;  121  N.  Y.  662. 

1 86  Federal  Beparter,  p.  271.  t  U,  8.  v.  E.  C.  Knight  Co.,  166  U.  S.  1. 


Digitized  by 


Googk 


466  QUARTERLY  JOURNAL  OF  ECONOMICS 

Heretofore  it  has  been  felt  that,  owing  to  popalar  pressure, 
the  legislatures  were  extremely  hostile  towards  great  aggrega- 
tions of  capital,  and  that  persons  engaged  in  large  enterprises, 
even  though  they  were  perfectly  proper  and  beneficial  to  the 
public,  must  look  to  the  courts  for  protection.  The  late  deci- 
sions seem  to  show  that  the  United  States  courts  are  now  in- 
clined to  interpret  the  new  laws  favorably,  and  that  it  will 
be  necessary  for  manufacturers,  as  well  as  for  the  railroads, 
whenever  they  believe  that  contracts  which  in  any  way  re- 
strain trade  are  beneficial  and  proper,  to  convince  the  people 
and  the  legislatures  to  that  effect,  and  not  to  rely  upon  the 
courts  to  protect  them  against  hostile  legislation. 

When  the  report  of  the  New  York  Investigating  Committee 
was  printed  a  little  over  a  year  ago,  all  of  the  States,  with  the 
exception  of  fourteen,  had  laws  against  trusts  or  combinations  i 
of  capital ;  and,  so  far  as  the  writer  is  acquainted  with  them,  I 
all  were  direct  attacks  upon  the  existence  of  such  combina«» 
tions.  During  the  legislative  session  of  1897  Arkansas  and 
North  Dakota  passed  similar  laws.  The  New  York  statute, 
although  it  has  proved  ineffective,  was  beyond  question  more 
discriminating  in  spirit,  and,  in  one  respect  at  least,  a  step  in 
the  right  direction.  The  intention  of  the  law  was  to  make  it 
possible  to  ascertain  accurately  the  methods  of  doing  business 
by  these  organizations,  and  then,  in  the  light  of  this  knowledge, 
to  enable  the  people  to  protect  themselves  against  injuries, 
while  preserving  for  themselves  the  benefits  that  might  come 
from  combination.  Since  the  tendency  of  the  United  States 
courts  to  uphold  and  interpret  favorably  the  hostile  laws  has 
become  clear,  it  seems  the  more  imperative  for  unprejudiced 
thinkers  and  investigators  on  this  question  to  make  clear  to 
the  people  the  exact  nature  of  such  combinations,  so  far  as 
it  can  be  learned,  in  order  that  the  action  of  future  legisla^ 
tures  may  be  wise,  and  not  merely  destructive. 

Jeremiah  W.  Jenks. 
Cornell  University. 
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In  the  second  half  of  the  academic  year  1898-99  the  place 
of  Professor  W.  J.  Ashley,  absent  on  leave,  will  be  taken  at 
Harvard  University  by  Dr.  William  Cunningham  of  Trinity 
College,  Cambridge,  England,  who  will  offer  two  courses,  one 
on  the  ''Industrial  Revolution  in  England"  and  the  other 
on  "Western  Civilization  in  its  Economic  Aspects."  It  Is- 
possible  that  Dr.  Cunningham,  during  his  stay  in  the  United 
States,  will  also  give  occasional  lectures  in  other  parts  of  the 
country.  His  established  reputation  assures  him  a  cordial 
welcome  from  students  of  history  and  economics. 


Another  Indian  currency  committee  has  been  apj^inted  by 
the  British  government,  to  consider  proposals  from  the  govern- 
ment  of  India  looking  to  the  definitive  establishment  of  the 
gold  standard  in  India.  The  appointment  of  the  committee 
indicates  that  this  step,  to  which  strong  opposition  continues, 
will  at  least  be  carefully  weighed  before  its  adoption  is  settled. 
The  conservative  ministry  has  chosen  as  chairman  of  the  new 
committee  Sir  H.  H.  Fowler,  who  was  President  of  the  Local 
Government  Board  under  the  late  Liberal  ministry,  thus  indi- 
cating that  the  question  is  not  expected  or  desired  to  become 
the  occasion  of  party  differences.  A  strong  committee  has 
been  selected,  from  which  thorough  inquiry  and  report  may 
be  expected. 

Among  recent  publications  we  note  that  Professor  G.  Cohn's 
System  der  NationcUdkonomie  has  reached  its  third  volume, 
in  which  trade  and  transportation  are  taken  up.  In  the  pref- 
ace the  author  modestly  expresses  his  doubt  whether,  in 
these  days  of  multiplied  special  inquiry,  any  individual  can 
wisely  undertake,  as  has  been  the  custom  of  German  syste- 
matic writers,  to  cover  the  whole  field  of  applied  economics 
us  well  as  of  theory.  The  doubt  may  have  been  suggested  by 
the  publication,  at  the  same  time  with  this  volume,  of  the 
completed  fourth  edition  of  the   Handbuch  der  Politischen. 
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Oekonomie^  now  bound  in  five  portly  volumes,  for  which  the 
editor,  Professor  Schonberg,  continues  to  have  the  co-opera- 
tion of  a  host  of  German  economists.  The  publisher  of  the 
Ilandbuch  (H.  Laupp,  Ttlbingen)  announces  that  any  earlier 
edition  will  be  accepted  for  the  sum  of  20  marks,  in  part  pay- 
ment of  the  price  (88  marks)  of  the  new  edition. 


The  report  of  the  Massachusetts  Commission  on  Street  Rail- 
ways, which  is  noted  in  the  list  of  current  publications,  con- 
tains not  only  a  careful  inquiry  on  the  situation  in  that  State, 
but  also,  in  the  appendices,  a  mass  of  important  and  valuable 
material  which  will  render  it  of  permanent  value  to  investi- 
gators and  legislators.  The  laws  of  the  several  States  are 
analyzed,  the  conditions  in  the  larger  American  cities  are  de- 
scribed, and  those  in  European  cities  are  not  only  described, 
but  are  illustrated  by  texts  of  important  contracts  and  statutes. 
Those  desiring  to  secure  copies  of  the  document  should  apply 
to  the  chairman  of  the  commission,  Mr.  Charles  F.  Adams, 
Boston,  who  will  give  favorable  attention  to  all  reasonable 
requests. 


The  act  for  the  arbitration  of  controversies  between  rail- 
ways and  their  employees,  passed  by  Congress  in  the  current 
session,  inaugurates  no  new  policy.  It  does  no  more  than  to 
extend  and  elaborate  the  essential  provisions  of  the  similar  act 
of  1888.*  The  older  act  had  provided  that  a  set  of  commis- 
sioners, with  the  Commissioner  of  Labor  as  chairman,  might 
undertake  mediation  in  such  disputes;  while,  with  the  con- 
sent of  both  parties,  a  board  of  three  arbitrators  might  under- 
take to  arbitrate.  In  either  case  the  expenses  of  the  proceed- 
ings were  to  be  borne  by  the  United  States.  The  new  act  of 
June  1, 1898,  is  framed  on  the  same  lines,  but  with  more  care- 
ful specification  of  the  procedure,  and  perhaps  with  greater 
likelihood  of  substantial  results.  It  differs  markedly  from  the 
measure  suggested  in  the  report  of  the  commission  which 
*25U.S.  StattUea  at  Large,  Ml  (October  1|  16$8). 
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investigated  the  Chicago-Pullman  strike  of   1894,  and  then 
recommended  that  the  United  States  courts  should  "  compel 
railroads  to  obey  the  decisions  "  of  a  body  of  arbitrators. 
Sections  2  and  3  of  the  new  act  read  as  follows :  — 

Section  2.  That  whenever  a  controversy  conceming  wages,  hours  of 
labor,  or  conditions  of  employment  shall  arise  between  a  carrier  subject 
to  this  act  and  the  employees  of  such  carrier,  seriously  interrupting  or 
threatening  to  interrupt  the  business  of  said  carrier,  the  chairman  of  the 
Interstate  Commerce  Commission  and  the  Commissioner  of  Labor  shall, 
upon  the  request  of  either  party  to  the  controversy,  with  all  practicable 
expedition,  put  themselves  in  communication  with  the  parties  to  such 
controversy,  and  shall  use  their  best  efforts,  by  mediation  and  concilia- 
tion, to  amicably  settle  the  same,  and,  if  such  efforts  shall  be  unsuccess- 
ful, shall  at  once  endeavor  to  bring  about  an  arbitration  of  said  contro- 
versy in  accordance  with  the  provisions  of  this  act. 

Sect.  3.  That,  whenever  a  controversy  shall  arise  between  a  carrier 
subject  to  this  act  and  the  employees  of  such  carrier  which  cannot  be 
settled  by  mediation  and  conciliation  in  the  manner  provided  in  the  pre- 
ceding section,  said  controversy  may  be  submitted  to  the  arbitration  of 
a  board  of  three  persons,  who  shall  be  chosen  in  the  manner  following: 
one  shall  be  named  by  the  carrier  or  employer  directly  interested;  the 
other  shall  be  named  by  the  labor  organization  to  which  the  employees 
directly  Interested  belong,  or,  if  they  belong  to  more  than  one,  by  that 
one  of  them  which  specially  represents  employees  of  the  same  grade  and 
class  and  engaged  in  services  of  the  same  nature  as  said  employees  so  di- 
rectly interested.  Provided,  however,  that,  when  a  controversy  involves 
and  affects  the  interests  of  two  or  more  classes  and  grades  of  employees 
belonging  to  different  labor  organizations,  such  arbitrator  shall  be  agreed 
upon  and  designated  by  the  concurrent  action  of  all  such  labor  organiza- 
tions; and,  in  cases  where  the  majority  of  such  employees  are  not  men^ 
bers  of  any  labor  organization,  said  employees  may  by  a  majority  vote 
select  a  committee  of  their  own  number,  which  committee  shall  hav^he 
right  to  select  the  arbitrator  on  behalf  of  said  employees.  The  twoAhus 
chosen  shall  select  the  third  commissioner  of  arbitration;  but,  in  the 
event  of  their  failure  to  name  such  arbitrator  within  five  days  after  their 
first  meeting,  the  third  arbitrator  shall  be  named  by  the  commissioners 
named  in  the  preceding  section.  A  majority  of  said  arbitrators  shall  be 
competent  to  make  a  valid  and  binding  award  under  the  provisions 
hereof.  .  .  . 

The  arbitrators  so  appointed  have  power  to  send  for  persons 
and  papers^  and  to  compel  witnesses  to  attend  and  testify. 
The  expenses  of  arbitration  or  conciliation,  including  a  pay- 
ment of  ten  dollars  a  day  to  arbitrators,  are  to  be  defrayed 
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by  the  United  States,  up  to  a  limit  of  110,000  for  any  one 
year. 

The  submission  to  arbitration,  to  which  both  parties  are  to 
accede  in  writing  in  advance,  must  contain  provisions  as  fol- 
lows :  (1)  that  the  arbitrators  shall  make  an  award  in  thirty 
days,  daring  which  period  ^'  the  status  existing  immediately 
prior  to  the  dispute  shall  not  be  changed,  provided  that  no 
employee  shall  be  compelled  to  render  personal  service  with- 
out his  consent '' ;  (2)  that  the  award  shall  be  filed  with  a  cir- 
cuit court  of  the  United  States,  and  the  findings  of  fact  shall 
be  "conclusive";  (8)  that  the  parties  will  accede  to  the 
award,  and  that  it  may  be  specifically  enforced  by  the  court 
in  equity,  but  no  injunction  or  other  process  shall  compel  a 
laborer  to  perform  a  contract  for  service  [no  such  provision 
as  to  employers] ;  (4)  that  for  three  months  after  the  award 
employers  shall  not  discharge  nor  employees  quit  work  "  by 
reason  of  dissatisfaction "  with  the  award,  except  after  thirty 
days'  notice;  (5)  that  the  award  shall  be  binding  for  one 
year, —  i.e.,  no  new  arbitration  between  the  same  persons  shall 
be  undertaken. 

Section  7  provides  that,  while  arbitration  is  pending,  no  em- 
ployer may  lawfully  discharge  an  employee,  party  to  the 
arbitration,  "except  for  inefficiency,  violation  of  law,  or 
neglect  of  duty";  and  that  after  arbitration  the  employer 
shall  not  discharge,  "except  for  the  causes  aforesaid,"  unless 
with  thirty  days'  notice;  nor  shall  an  employee  quit  Vork 
"without  just  cause,"  unless  with  thirty  days'  notice.  These 
provisions,  sufficiently  difficult  of  enforcement  in  themselves, 
are  further  attenuated  by  the  absence  of  any  penalty  except 
an  undefined  "liability  for  damages"  and  by  an  explicit  recog- 
nition of  the  right  of  the  employer  to  reduce  the  number  of 
employees  "  whenever  in  his  judgment  business  necessities  re- 
quire such  reduction."  The  section,  thus  limited,  while  it 
proves  the  desire  of  the  legislator  to  promote  the  effectiveness 
of  the  measure,  makes  it  clear  also  that,  after  all,  its  satisfac- 
tory working  must  depend  mainly  on  the  good  will  and  good 
faith  of  the  parties  concerned. 
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APPENDIX. 


THE  FRENCH  WORKMEN'S  COMPENSATION  ACT. 

LOI    CONCEBNANT   LES   RsSPONSABILITES  DBS  ACCIDENTS  DONT 
LE8    OUVBIEBS     80NT     ViCTIMES     DANS    LEUB    TbAVAIL. 

(9  avrU,  1898.)     • 

TITRE  I. 
Indemnites  ex  Cas  d'Accidents. 

Article  1^.  Lea  accidents  survenus  par  le  fait  da  travail,  ou  k 
I'occasion  du  travail,  aux  ouvriers  et  employ^  occupy  dans  I'indos- 
trie  da  b&timeDt,  lea  usines,  manufactares,  chantiers,  les  entreprises 
de  transport  par  terre  et  par  eau,  de  chargement  et  de  d^chargement, 
les  magasins  publics,  mines,  minieres,  carri^res,  et,  en  outre,  dans  toute 
exploitation  ou  partie  d'exploitation  dans  laquelle  sont  f  abriquf^  ou 
mises  en  oeuvre  des  matieres  explosives,  ou  dans  laquelle  11  est  fait 
usage  d'une  machine  mue  par  une  force  autre  que  oelle  de  Thomme 
ou  des  animaux,  donnent  droit,  au  profit  de  la  victime  ou  de  ses  re- 
pr^sentants,  h  une  indemnity  k  la  charge  du  chef  d'entreprise,  k  la 
condition  que  Tinterruption  de  travail  ait  dur^  plus  de  quatre  Jours.  • 

Les  ouvriers  qui  travaillent  seuls  d'ordinaire  ne  pourront  Stre  assu- 
jettis  k  la  pr^sente  loi  par  le  fait  de  la  collaboration  accidentelle  d'un 
ou  de  plusieurs  de  leurs  camarades. 

Abt.  2.  Lea  ouvriers  et  employes  d^sign^s  k  Tarticle  pr^c^dent  ne 
peuvent  ae  prdvaloir,  k  raison  des  accidents  dont  ils  sont  victimea 
dana  leur  travail,  d'aucunea  dispositions  autres  que  celles  de  la  pr4- 
sente  loi. 

Ceux  dont  le  salaire  annuel  ddpasse  deux  mille  quatre  cents  franca 
(2,400  fr.)  ne  b^ndficient  de  ces  dispositions  que  jusqu^ii  concurrence 
de  cette  somme.  Pour  le  surplus,  ila  n'ont  droit  qu'au  quart  dea 
rentea  ou  indemnites  stipuldes  k  Tarticle  3,  k  moins  de  conventions 
contraires  quant  au  chiffre  de  la  quotitd. 

Art.  8.  Dans  les  cas  prdvus  k  I'article  1«S  Touvrier  ou  Temployd 
a  droit :  — 

Pour  rincapacite  absolue  et  permanente,  k  une  rente  egale  aux 
deux  tiers  de  son  salaire  annuel ; 
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Pout  Tincapacitd  partielle  et  permanente,  &  uae  rente  ^gale  k  la 
moiti^  de  la  reduction  que  Taccident  aura  fait  subir  au  salaire ; 

Pour  rincapacitd  temporaire,  k  une  indemnity  joornali^re  ^gale  k 
la  moitid  du  salaire  touchy  au  moment  de  I'accident,  si  Tincapacitd  de 
travail  a  dnr^  plus  de  quatre  Jours  et  k  partir  du  cinquieme  jour. 

Lorsque  Taccident  est  suivi  de  mort,  une  pension  est  servie  aux 
personnes  ci-apr^s  ddsigndes,  k  partir  du  d^^s,  dans  les  conditions 
suivantes  :  — 

A.  One  rente  yiagbre  dgale  k  20  p.  100  du  salaire  annuel  de  la  vic- 
time  pour  le  conjoint  sundvant  non  divorce  ou  sdpar€  de  corps,  k  la 
condition  que  le  manage  ait  dtd  contracts  antdrieurement  it  Taccident. 

£n  cas  de  nouveau  manage,  le  conjoint  oesse  d'avoir  droit  k  la 
rente  mentionnde  ci-dessus ;  il  lui  sera  alloud,  dans  ce  cas,  le  triple  de 
cette  rente  k  litre  d'indemnitd  totale. 

B.  Pour  les  enfants,  legitimes  ou  naturels,  reconnus  avant  Tacci- 
dent,  orphelins  de  pbre  ou  de  m^re,  Ag^  de  moins  de  seize  ans,  une 
rente  calculee  sur  le  salaire  annuel  de  la  victime  k  raison  de  15  p.  100 
de  ce  salaire  s*il  n'y  a  qu'un  enfant,  de  25  p.  100  s41  y  en  a  deux,  de 
85  p.  100  s'il  y  en  a  trois,  et  40  p.  100  s^il  y  en  a  quatre  ou  un  plus 
grand  n ombre. 

Pour  les  enfants,  orphelins  de  p^re  et  de  mfere,  la  rente  est  port^ 
pour  chacun  d*eux  k  20  p.  100  du  salaire. 

L'ensemble  de  ces  rentes  ne  pent,  dans  le  premier  cas,  ddpasser 
40  p.  100  du  salaire  ni  60  p.  100  dans  le  second. 

C.  Si  la  victime  n'a  ni  conjoint  ni  enfant  dans  les  t^rmes  des 
paragraphes  A  et  B,  chacun  des  ascendants  et  descendants  qui  dtait 
k  sa  charge  recevra  une  rente  yiag^re  pour  les  ascendants  et  payable 
jusqu'k  seize  ans  pour  les  descendants.  Cette  rente  sera  dgale  k  10  p. 
100  du  salaire  annuel  de  la  victime,  sans  que  le  montant  total  des 
rentes  ainsi  alloudes  puisse  ddpasser  dO  p.  100. 

Chacune  des  rentes  prdvues  par  le  paragraphe  C  est,  le  cas  dchdant, 
rdduite  proportionnellement. 

Les  rentes  constituees  en  vertu  de  la  prdsente  loi  sont  payables  par 
trimestre ;  elles  sont  incessibles  et  insaisissables. 

Les  ouvriers  strangers,  victimes  d*accidents  qui  cesseront  de  rdsider 
sur  le  territoire  fran9ait},  recevront,  pour  toute  indemnitd,  un  capital 
dgal  k  trois  fois  la  rente  qui  leur  avait  dtc  alloude. 

I.<es  representants  d'un  ourrier  dtranger  ne  recevront  aucune  indem- 
nitd si,  au  moment  de  I'aocident,  il  ne  rdsidait  pas  sur  le  territoire 
fran9ais. 

Art.  4.  Le  chef  d'entreprise  supporte  en  outre  les  frais  mddicaux 
et  pharmaceutiques  et  les  frais  fundraires.  Ces  demiers  sont  dvaluds 
k  la  somme  de  cent  francs  (100  fr.)  au  maximum. 
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Quant  anx  f rais  mddicauz  et  phaimaceutiques,  si  la  victime  a  fait 
cboix  elle-mdme  de  son  mddecin,  le  chef  d'entreprise  ne  pent  §tre 
tenu  que  juaqa'k  ooncorrence  de  la  somme  fix^e  par  le  juge  de  paix 
du  canton,  oonform^ment  aux  tarifs  adopts  dans  chaqae  d^parte- 
ment  poor  TaBsistance  mddicale  gratuite. 

Art.  5.  Les  chefs  d*entreprise  peuvent  se  ddcharger  pendant  les 
trente,  soixante  on  quatre-vingt-dix  premiers  jours  k  partir  de  Tacci- 
dent,  de  Tobligation  de  payer  aux  victimes  les  frais  de  maladie  et 
I'indemnitd  temporaire,  ou  une  partie  seulement  de  cette  indemnite, 
comme  il  est  spdcifid  ci-apr^s,  s*ils  justiflent :  — 

1^  Qu'ils  ont  affilid  leurs  ouvriers  k  des  socidtds  de  secours  mutuels 
et  pris  k  leur  charge  une  quote-part  de  la  cotisation  qui  aura  ete 
determinde  d'un  oommun  accord,  et  en  se  conformant  aux  statuts- 
type  approuvds  par  le  ministre  competent,  mais  qui  ne  devra  pas  §tre 
inf drieure  au  tiers  de  cette  cotisation ; 

2^  Que  ces  societds  assurent  k  leurs  membres,  en  cas  de  blessures, 
pendant  trente,  soixante  ou  quatre-vingt-dix  jours,  les  soins  mddicaux 
et  pharmaceutiques  et  une  indemnity  joumalifere. 

Si  rindemnitd  joumali^re  servie  par  la  socidtd  est  infdrieure  k  la 
moitid  du  salaire  qaotidien  de  la  victime,  le  chef  d'entreprise  est  tenu 
de  lui  verser  la  difference. 

Art.  6.  Les  exploitants  de  mines,  minieres,  et  carrieres  peuvent 
se  ddcharger  des  frais  et  indemnitds  mentionnes  k  Tarticle  precedent 
moyennant  une  subvention  annuelle  versde  aux  caisses  ou  socidtes 
de  secours  constitutes  dans  ces  entreprises  en  vertu  de  la  loi  du  29 
juin  1894. 

Le  montant  et  les  conditions  de  cette  subvention  devront  etre  ac- 
ceptds  par  la  societe  et  approuvds  par  le  ministre  des  travaux  publics. 

Ces  deux  dispositions  seront  applicables  k  tous  autres  chefs  d*in- 
dustrie  qui  auront  crdc  en  faveur  de  leurs  ouvriers  des  caisses  par- 
ticuli^res  de  secours  en  conformity  du  titre  IIL  de  la  loi  du  29  juin 
1894.  L'approbation  prdvue  ci-dessus  sera,  en  ce  qui  les  conceme, 
donnde  par  le  ministre  du  commerce  et  de  Tindustrie. 

Art.  7.  Inddpendamment  de  Taction  rdsultant  de  la  prdsente  loi, 
la  victime  ou  ses  reprdsentants  conservent,  contre  les  auteurs  de  I'ac- 
cident  autres  que  le  patron  ou  ses  ouvriers  et  prdposds,  le  droit  de 
rdclamer  la  rdparation  du  prdjudice  oausd,  conformdment  aux  regies 
du  droit  commun. 

L'indemnitd  qui  leur  sera  alloude  exondrera  k  due  concurrence  le 
chef  d'entreprise  des  obligations  mises  k  sa  charge. 

Cette  action  contre  les  tiers  responsables  poniTa  me  me  Stre  exer- 
cde  par  le  chef  d'entreprise,  k  ses  risques  et  perils,  au  lieu  et  place  de 
la  victime  ou  de  ses  ayants  droit,  si  ceuxci  negligent  d'en  faire  usage. 
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Art.  8.  Le  salaire  qui  servira  de  base  k  la  fixation  de  rindemnit^ 
allonge  k  TouvTier  &g^  de  moiDa  de  seize  ans  on  it  Tapprenti  yictime 
d'un  accident  ne  sera  pas  inf  drieor  au  salaire  le  plus  bas  dee  oavriers 
valides  de  la  m6me  catiSgorie  occap<^  dans  Tentreprise. 

Toutefois,  dans  le  cas  d' incapacity  temporaire,  Tindemnitd  de  Tou- 
yrier  &gd  de  moins  de  seize  ans  ne  poorra  pas  ddpasser  le  montant  de 
son  salaire. 

Art.  9.  Lors  da  r^glement  ddfinitif  de  la  rente  yiag^re,  apr^  le 
ddlal  de  revision  prdru  k  I'article  19,  la  victime  pent  demander  que 
le  quart  an  plus  du  capital  ndcessaire  k  Tdtablissement  de  cette  rente, 
calculd  d*apr^s  les  tarifs  dressds  poor  les  Tictimes  d'aceidents  par  la 
oaisse  des  retraites  poor  la  vieillesse,  lui  soit  attribad  en  esp6ces. 

£lle  pent  aossi  demander  que  ce  capital,  on  ce  capital  rddoit  da 
quart  au  plus  comme  il  vient  d*§tre  dit,  serve  k  constituer  sur  sa  tdte 
one  rente  viag^re  rdversible,  pour  moitid  au  plus,  sur  la  tete  de  son 
conjoint.  Dans  ce  cas,  la  rente  viag^re  sera  diminude  de  fa9on  qu'il 
ne  rddulte  de  la  rdversibilitd  aucune  augmentation  de  charges  poor  le 
chef  d'entreprise. 

Le  tribunal,  en  chambre  du  conseil,  statuera,  sur  ces  demanded. 

Art.  10.  Le  salaire  servant  de  base  k  la  fixation  des  rentes  s'en- 
tend,  pour  I'ouvrier  occupd  dans  Tentreprise  pendant  les  douze  mois 
dcoulds  avant  Taccident,  de  la  rdmundration  effective  qui  lui  a  dtd 
alloude  pendant  ce  temps,  soit  en  argent,  soit  en  nature. 

Pour  les  ouvriers  ocoupds  pendant  moins  de  douze  mois  avant 
Taccident,  il  doit  s'entendre  de  la  rdmundration  effective  qu'ils  out 
re^ue  depuis  leur  entrde  dans  I'entreprise,  augmentde  de  la  rdmundra- 
tion moyenne  qu'ont  re9ue,  pendant  la  pdriode  ndcessaire  pour  com- 
pldter  les  douze  mois,  les  ouvriers  de  la  mdme  catdgorie. 

Si  le  travail  n'est  pas  continu,  le  salaire  annuel  est  calculd  tant 
d'apr^  la  rdmundration  re^ue  pendant  la  pdriode  d'activitd  que 
d^aprbs  le  gain  de  I'ouvrier  pendant  le  reste  de  Tannde. 


TITRE  n. 
Declaration  des  Accidents  et  Enquete. 

Art.  11.  Tout  accident  ayant  occasionnd  une  incapacitd  de  travail 
doit  dtre  ddclard,  dans  les  quarante-huit  heures,  par  le  chef  d'entre- 
prise  ou  ses  prdposds,  au  maire  de  la  commune  qui  en  dresse  proc^- 
verbal. 

Cette  ddclaration  doit  contenir  les  noms  et  adresses  des  td  moins  de 
Taocident.  II  y  est  joint  un  certificat  de  mddecin  indiquant  I'dtat  de 
la  victime,  les  suites  probables  de  Taccident  et  I'dpoque  k  laquelle  il 
sera  possible  d'en  connaitre  le  rdsultat  ddfinitif . 
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La  m^me  declaration  pourra  ^tre  faite  par  la  yictime  ou  sea  repr^- 
sentants. 

R^c^pisse  de  la  declaration  et  du  certificat  dn  m^decin  est  remis 
par  le  maire  an  declarant. 

AviB  de  Taccident  eat  donn^  immediatement  par  le  maire  k  I'in- 
speoteor  divisionnaire  ou  ddpartemental  da  travail  ou  k  ring^nieur 
ordinaire  des  mines  charge  de  la  surveillance  de  Tentreprise. 

L'article  16  de  la  loi  du  2  novembre  1892  et  Tarticle  11  de  la  loi 
du  12  juin  1893  cessent  d'dtre  applicables  dans  les  cas  vis^s  par  la 
pr^sente  loi. 

Akt.  12.  Lorsque,  d'apr^  le  certificat  medical,  la  blessure  parait 
devoir  entrainer  la  mort  ou  une  incapacity  permanente  absolue  ou 
partielle  de  travail,  le  maire  transmet  immddiatement  copie  de  la 
declaration  et  le  certificat  mddical  au  juge  de  paix  du  canton  oil  Tao- 
cident  s'est  produit. 

Dans  les  vingt-quatre  heures  de  la  reception  de  cet  avis,  le  juge  de 
paix  procMe  k  une  enquSte  k  Veftet  de  rechercher  :  — 

V  La  cause,  la  nature,  et  les  circonstances  de  I'accident ; 

29  Les  personnes  victimes  et  le  lieu  oti  elles  se  trouvent ; 

3^^  La  nature  des  lesions ; 

4^  Les  ayants  droit  pouvant,  le  cas  ^cheant,  pr^tendre  k  une  indem- 
nity; 

59  Le  salaire  quotidien  et  le  salaire  annuel  des  victimes. 

Akt.  13.  [Regelates  the  mode  in  which  judicial  inquiry  on  acci< 
dents  shall  proceed.] 

Art.  14.  Sont  punis  d'nne  amende  de  un  k  quinze  francs  (1  k  15 
fr.)  les  chefs  d*industrie  ou  leurs  prdpos^s  qui  out  centre venu  auz  dis- 
positions de  l'article  11. 

£n  cas  de  r^cidive  dans  Tannee,  Tamende  pent  Stre  eiev^e  de  seize 
k  trois  cents  francs  (16  k  300  fr.). 

L'article  463  du  code  p^nal  est  applicable  aux  contraventions  prd- 
vues  par  le  present  article. 

TITRE  III. 

COMPlfTEKCE. —  JURISDICTIOXS. —  PROCEDURE. —  REVISION. 

Art.  15.  Les  contestations  entre  les  victimes  d'accidents  et  les 
chefs  d'entreprise,  relatives  aux  frais  fundraires,  aux  frais  de  maladie 
ou  aux  indemnites  temporaires,  sont  jug^es  en  dernier  ressort  par  le 
juge  de  paix  du  canton  oil  Taccident  s'est  produit  k  quelque  chifbre 
que  la  demande  puisse  s'eiever. 

Art.  16.  En  ce  qui  touche  les  autres  indemnit^s  pr^vues  par  la 
pr^sente  loi,  le  president  du  tribunal  de  Tarrondissement  convoqne^ 
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dans  lea  cinq  jonrs  k  partir  de  la  transmission  da  dossier,  la  victime 
on  ses  ayants  droit  et  le  chef  d'entreprise,  qui  pent  se  faire  repr^- 
senter. 

S'il  y  a  accord  des  parties  int^ressees,  Tindemnit^  est  definitive- 
ment  fixde  par  Tordonnauoe  da  president,  qui  donne  acte  de  cet 
accord. 

Si  I'accord  n'a  pas  lien,  Taffaire  est  renvoy^e  devant  le  tribunal, 
qui  statue  comme  en  mati^re,  sommaire,  conform^ment  au  titre 
XXIV.  du  livre  II.  da  code  de  procedure  civile. 

Si  la  cause  n'est  pas  en  etat,  le  tribunal  sursoit  k  statuer  et  Tin- 
demnit^  temporaire  continuera  k  dtre  seryie  jasqu'k  la  decision 
definitive. 

Le  tribunal  pourra  condamner  le  chef  d'entreprise  k  payer  une 
provision,  sa  d^ision  sur  ce  point  sera  ex^cutoire  nonobstant  appel. 

Art.  17.    [As  to  appeals  from  the  courts  of  first  jurisdiction.] 

Akt.  18.  L'action  en  indemnity  pr^vue  par  la  prdsente  loi  se 
present  par  un  an  k  dater  du  jour  de  Taccident. 

Art.  19.  La  demande  en  revision  de  Tindemnit^  fondde  sur  une 
aggravation  ou  une  attenuation  de  Tinfirmite  de  la  victime  ou  son 
d^c^s  par  suite  des  consequences  de  Taccident,  est  ouverte  pendant 
trois  ans  k  dater  de  Taccord  intervenu  entre  les  parties  ou  de  la 
decision  definitive. 

Le  titre  de  pension  n'est  remis  k  la  victime  qu'k  Tezpiration  des 
trois  ans. 

Art.  20.  Auoune  des  indemnitee  determinees  par  la  presente  loi 
ne  pent  dtre  attribuee  k  la  victime  qui  a  intentionnellement  provoqud 
I'accident. 

Le  tribunal  a  le  droit,  s*il  est  prouve  que  I'accident  est  dii  k  une 
faute  inexcusable  de  Touvrier,  de  diminuer  la  pension  fixee  au 
titre  I«. 

Lorsqu'il  est  prouve  que  I'accident  est  dfl  k  la  faute  inexcusable 
du  patron  ou  de  oeux  qu'il  s'est  substitue  dans  la  direction,  Tindem- 
nite  pourra  £tre  majoree,  mais  sans  que  la  rente  ou  le  total  des  rentes 
allouees  puisse  depasser  soit  la  reduction  soit  le  montant  du  salalre 
annuel. 

Art.  21.  Les  parties  peuvent  toujours,  apr^  determination  du 
chiffre  de  Tindemnite  due  k  la  victime  de  I'aocident,  decider  que  le 
service  de  la  pension  sera  suspendu  et  remplace,  tant  que  I'accord 
subsistera,  par  tout  autre  mode  de  reparation. 

Sauf  dans  le  cas  prevu  k  Particle  3,  paragraphe  A,  la  pension  ne 
pourra  §tre  remplacee  par  le  payement  d'un  capital  que  si  elle  n'est 
pas  superieure  k  100  fr. 

Art.  22.    Le  benefice  de  I'assistance  judiciaire  est  accorde  de  plein 
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droit,  sur  le  visa  da  procareur  de  la  Rdpublique,  k  la  viotime  de 
Taocident  ou  ii  ses  ayants  droit,  devant  le  tribunal. 

X  cet  effet,  le  president  du  tribunal  adresse  au  procareur  de  la 
Rdpublique,  dans  lea  trois  jours  de  la  comparution  des  parties  pr^vue 
par  I'article  16,  un  extrait  de  son  proc^s-verbal  de  non-conciliation  ; 
il  y  joint  les  pieces  de  I'affaire. 

Le  procureur  de  la  R^publique  proc^de  comme  11  est  prescrit  k 
Particle  13  (paragraphes  2  et  suivants)  de  la  loi  du  22  Janvier  1851. 

Le  benefice  de  I'assistance  judiciaire  s'etend  de  piein  droit  aux  in- 
stances devant  le  juge  de  paix,  k  tons  les  actes  d*ex^cution  mobili^re 
et  immobili^re,  et  k  toute  contestation  incidente  k  I'exdcution  des 
decisions  judiciaires. 

TITRE    ly. 
Garanties. 

Art.  23.  La  crdance  de  la  victime  de  Taccident  ou  de  ses  ayants 
droit  relative  aux  frais  m<Sdicaux,  pharmaceutiques,  et  fundraires  ainsi 
qu*aux  indemnity  alloudes  k  la  suite  de  I'incapacit^  temporaire  de 
travail,  est  garantie  par  le  privilege  de  Tarticle  2101  du  code  civil  et 
y  sera  inscrite  sous  le  n°  6. 

Le  payement  des  indemnites  pour  incapacity  permanente  de  travail 
ou  accidents  suivis  de  mort  est  garanti  conform^ment  aux  disposi- 
tions des  articles  suivants. 

Art.  24.  A  ddfaut,  soit  par  les  chefs  d'entreprise  ddbiteurs,  soit 
par  les  soci^t<Ss  d*assuranoes  k  primes  fixes  ou  mutuelleSi  ou  les  syn- 
dicats  de  garantie  liant  solidairement  tons  leurs  adherents,  de 
s'acquitter,  au  moment  de  leur  exigibilit^,  des  indemnites  mises  k 
leur  charge  k  la  suite  d'aocidents  ayant  entrain^  la  mort  ou  une  inca- 
pacity permanente  de  travail,  le  payement  en  sera  assure  aux  int^r- 
ess^s  par  les  soins  de  la  caisse  nationale  des  retraites  pour  la  vieil- 
lesse,  au  moyen  d'un  fonds  special  de  garantie  constitu^  comme  il  va 
6tre  dit  et  dont  la  gestion  sera  confine  k  la-dite  caisse. 

Art.  25.  Four  la  constitution  du  fonds  special  de  garantie,  il  sera 
ajoute  au  principal  de  la  contribution  des  patentes  des  industriels 
visds  par  Particle  1%  quatre  centimes  (0  fr.  04)  additionnels.  II  sera 
per9U  sur  les  mines  une  taxe  de  cinq  centimes  (0  fr.  05)  par  hectare 
concede. 

Ces  taxes  pourront,  suivant  les  besoins,  dtre  major^es  ou  r^duites 
par  la  loi  de  finances. 

Art.  26.  La  caisse  nationale  des  retraites  exercera  un  recours 
contre  les  chefs  d'entreprise  debiteurs,  pour  16  compte  desquels  des 
sommes  auront  dtd  payees  par  elle,  conformdment  aux  dispositions 
qui  precedent. 
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En  cas  d'assnrance  da  chef  d'entreprise,  elle  jouira,  pour  le  rem- 
boursement  de  ses  avances,  du  privilege  de  Tartdcle  2102  da  code  civil 
8ar  rindemnit^  dae  par  I'assurear  et  n*aara  plos  de  recours  oontre  le 
chef  d^entrepriBe. 

Un  reglement  d'administration  publique  dcterminera  lea  conditions 
d'organisation  et  de  fonctioonement  da  service  confdrd  par  les  dis- 
positions prdcddentes  k  la  caisse  nationale  des  retraites  et,  notam- 
ment,  les  formes  du  recours  k  exercer  oontre  les  chefs  d*entreprise 
ddbiteurs  ou  les  socidtds  d^assurances  et  les  syndicats  de  garantie, 
ainsi  que  les  conditions  dans  lesquelles  les  victimes  d'accidenU  ou 
leurs  ayants  droit  seront  admis  k  rdclamer  &  la  caisse  le  payement  de 
leurs  indemnittSs. 

Les  decisions  judiciaires  n'emporteront  hypoth^ue  que  si  elles  sont 
rendues  au  profit  de  la  caisse  des  retraites  exer^ant  son  recours  contre 
les  chefs  d'entreprise  ou  les  compagnies  d'assurances. 

Art.  27.  Les  compagnies  d'assuranoes  mutuelles  ou  k  primes 
fixes  contre  les  accidents,  fran9aifles  ou  dtrang^res,  sont  sonmises  k  la 
surveillance  et  au  contrOle  de  PEtat  et  astreintes  2i  constituer  des 
r^rves  ou  oautionnements  dans  les  conditions  ddtermindes  par  un 
reglement  d'administration  publique. 

Le  montant  des  reserves  ou  oautionnements  sera  affectcS  par  privi- 
lege au  payement  des  pensions  et  indenmitds. 

Les  syndicats  de  garantie  seront  soumis  k  la  mdme  surveillance,  et 
un  reglement  d'administration  publique  determinera  les  conditions  de 
leur  creation  et  de  leur  fonctionnement. 

Les  frais  de  toute  nature  rdsultant  de  la  surveillance  et  du  oontrdle 
seront  converts  au  moyen  de  contributions  proportionnelles  au  mon- 
tant des  reserves  ou  oautionnements,  et  fixds  annuellement,  pour 
chaque  compagnle  ou  association,  par  arrdtd  du  ministre  du  com- 
merce. 

Art.  28.  Le  versement  du  capital  reprdsentatif  des  pensions 
alloudes  en  vertu  de  la  prdsente  loi  ne  peut  dtre  exigd  des  ddbiteurs. 

Toutefois,  les  ddbiteurs  qui  ddsireront  se  libdrer  en  une  fois  pour- 
ront  verser  le  capital  reprdsentatif  de  ces  pensions  k  la  caisse  na- 
tionale des  retraites,  qui  dtablira  k  cet  efCet,  dans  les  six  mois  de  la 
promulgation  de  la  prdsente  loi,  un  tarif  tenant  compte  de  la  mortal- 
ity des  victimes  d'accidents  et  de  leurs  ayants  droit. 

Lorsqu*un  chef  d'entreprise  cesse  son  Industrie,  soit  volontaire- 
ment,  soit  par  dec^,  liquidation  judiciaire,  ou  faillite,  soit  par  cession 
d'etablissement,  le  capital  representatif  des  pensions  k  sa  charge 
devient  exigible  de  plein  droit  et  sera  versd  k  la  caisse  nationale  des 
retraites.  Ce  capital  sera  ddtermiud  au  jour  de  son  exigibilitd, 
d'apres  le  tarif  vise  au  paragraphe  precedent. 
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Toutefois  le  ohef  d'entrepriae  on  see  ayanto  droifc  peavent  6tre 
exoneres  du  versement  de  ce  capital,  fi'ils  foumissent  des  garantiea 
qui  seront  k  determiner  par  un  reglement  d'administration  pablique. 


TITRE  V. 
Dispositions  G^niSrales. 

Art.  29.  [Documents  and  certificates  made  out  under  the  provi- 
sions of  the  act  to  be  delivered  gratis  and  free  of  stamp  tax.] 

Art.  30.  Toute  convention  eontraire  k  la  preaente  loi  est  nulle  de 
plein  droit. 

Art.  31.  Les  chefs  d*entrepriae  sont  tenus,  sous  peine  d'une 
amende  de  un  k  quinze  francs  (1  k  15  fr.),  de  faire  afficher  dans 
chaque  atelier  la  prdsente  loi  et  les  reglements  d'administration  rela- 
tifs  k  son  execution. 

£n  cas  de  rdcidive  dans  la  mdme  ann<^ey  Tamende  sera  de  seize  k 
cent  francs  (16  k  100  fr.). 

Les  infractions  aux  dispositions  des  articles  11  et  31  pourront  fitre 
constatces  par  les  inspecteurs  du  travail. 

Art.  82.  II  n'est  point  derogd  aux  lois,  ordonnances,  et  reglements 
concemant  les  pensions  des  ouvriers,  apprentis,  et  journaliers  apparte- 
nant  aux  ateliers  de  la  marine  et  celles  des  ouvriers  immatricul^s  des 
manufactures  d'armes  dependant  du  minist^re  de  la  guerre. 

Art.  33.  La  pr^sente  loi  ne  serfi  applicable  que  trois  mois  aprte 
la  publication  officielle  des  d^crets  d'administration  publique  qui 
doivent  en  rdgler  Tex^cution. 

Art.  34.  Un  reglement  d'administration  publique  dc^tenninera 
les  conditions  dans  lesquelles  la  pr^ente  loi  pourra  Stre  appliqu^  k 
TAlg^rie  et  aux  colonies. 
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set  of  ten  bound  volumes,  $41.00,  sent  prepaid.  Any  bound  volume  will  be  sent 
postpaid  to  members  for  /J  cents  in  exchange  for  the  unbound  numbers,  if  re- 
turned prepaid  in  good  condition.  Copies  can  also  be  furnished,  in  half  morocco, 
also  cents  per  volume  additional  to  the  price  in  cloth. 

Separate  subscriptions  by  non-members,  libraries,  etc.,  for  the  Studies,  $2.jo 
per  year;  or  $4.00  for  all  the  publications.  Any  single  monograph  may  be 
obtained  at  the  price  given  in  the  list. 

One-sixth  Discount  to  Members  and  Subscribers  on  all  Orders. 


Address    applications    for    membership 
and  inquiries  to 

THE   SECRETARY 

of  the  Amerioan  Boonomlc  AssodatioB, 
Ithaca,  N.Y. 


Address  subscriptions  and  orders  for 
Studies  and  Monographs  to  the  publish- 
ers, 

THE  MACMILLAN  CO., 

66  Fifth  Avenue,  New  York. 
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Harvard  Historical  Studies. 

Publtohed  under  ihm  direction  of  the  Department  of  Hiftory  and  Oovemment 
from  tlie  Income  off  the 

HENRY    WARREN    TORREY    FUND. 


This  series  will  comprise  works  of  original  research 
selected  from  the  recent  writings  of  teachers  and  graduate 
students  in  the  Department  of  History  and  Government 
in  Harvard  University.  The  series  will  also  include 
collections  of  documents,  bibliographies,  reprints  of  rare 
tracts,  etc.  The  monographs  will  appear  at  irregular 
intervals,  but  it  is  hoped  that  three  volumes  will  be 
published  annually. 

TA^  following  volumes  are  now  ready  or  in  the  press : — 

I.  THE  SUPPRESSION  OF  THE  AFRICAN  SLAVE-TRADE 
TO  THE    UNITED    STATES    OF    AMERICA,   1638-1870. 

By  W,  K  B.  Du  Bois,  Ph.D.,  Professor  in  Wilberforce  Uni- 
versity.    8vo.     pp.  xi-335.     ^I'S^  net, 

II.  THE  CONTEST  OVER  THE  RATIFICATION  OF  THE 
FEDERAL  CONSTITUTION  IN  THE  STATE  OF  MAS- 
SACHUSETTS. By  S.  B.  Harding,  A.M.,  Assistant  Professor  of 
History  in  Indiana  University.     8vo.    pp.  vi-194.    $1.25  net, 

III.  A  CRITICAL    STUDY    OF    NULLIFICATION    IN    SOUTH 

CAROLINA.  By  D.  F.  Houston,  A.M.,  Adjunct  Professor  of  Po- 
litical Science  in  the  University  of  Texas.  8vo.  pp.  x-169.  $1.25  net, 

IV.  NOMINATIONS  FOR  ELECTIVE  OFFICE  IN  THE  UNITED 

STATES.  By  Frederick  W.  Dallinger,  A.M.,  Member  of 
the  Massachusetts  Senate ;  formerly  Secretary  of  the  Republican 
City  Committee  of  Cambridge,  Massachusetts.  8vo.  pp  xiv-290. 
$1.50  net, 
V.  A  BIBLIOGRAPHY  OF  BRITISH  MUNICIPAL  HISTORY, 
INCLUDING  GILDS  AND  PARLIAMENTARY  REPRE- 
SENTATION. By  Charles  Gross,  Ph.D.,  Assistant  Professor 
of  History  in  Harvard  University.  8vo.  pp.  xxxiv-461.  $2^0  net, 

VI.  THE    LIBERTY    AND    FREE    SOIL    PARTIES    IN    THE 
NORTHWEST.  By  Theodore  C.  Smith,  Ph.D.   8vo.  In  press. 


LONGMANS,  GREEN  &  CO.,  Publishers, 

91  and  93  Fifth  Avenue,  New  York. 
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LE  COMMERCE. 


Reprinted  for  Harvard  Univertity, 


This  reprint  of  mn  important  work,  hitherto 
inaccessible  for  most  economists,  follows  in 
pagination  and  general  typographical  style  the 
edition  of  1766. 


Price   $1.50. 


GEO.   H.   ELLIS,  Publishes, 

141  Fravklik  Stbbet, 

Boston. 
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Harvard  University. 

COURSES  IN  HISTORY  AKD  POLITICAL  SCIENCE 

for  1898-99. 


[The  following  are  full  courses  running  through  the  year,  unless  otherwise  stated. 
Courses  omitted  in  one  year  are  usually  given  in  the  year  following.] 

HISTORY. 

PRIMARILY   FOR   UNDBRQRADUATSS. 
I.    Mediaaval  and  Modem  European  History  (introductory  course).    Dr.  Coolidgs. 

FOR  GRADUATES  AND  UNDERGRADUATES. 

{2.    Political  History  of  Greece  to  the  Roman  Conquest.    Dr.  BotsfoU).] 

Omitted  in  189S-99. 
3.    Political  History  of  Rome  to  the  Reign  of  Diocletian.    Dr.  Botsford. 

5.  The  Mediaeval  Church. — The  Holy  Roman  Empire.    Professor  Embilton. 

6.  History  of  the  Early  Church.    Assistant  Professor  Platnbr. 

21.    History  of  the  Church  since  the  Reformation.    Assistant  Professor  Platner. 
[7.    The  Era  of  the  Reformation  in  Europe  (1350-1563).    Professor  Emkrton.] 
Omitted  in  1898-^. 

8.  History  of  France  to  the  Reign  of  Francis  I.    Assistant  Professor  Gross. 

9.  Constitutional  Histoxy  of  England  to  the  Sixteenth  Century.    Assistant  Professor 

Gross. 

11.  History  of  England  during  the  Tudor  and  Stuart  Periods.    Professor  Channing. 

12.  Constitutional   History  of  England  since  the  Reign  of  George  II.    Half-cpttrse, 

Professor  Macvane. 
History  of  Continental  Europe  since  the  Middle  of  the  Eighteenth  Century.    Half- 
course.    Professor  Macvane. 
10.    American  History  (to  1783).    Professor  Channing. 

13.  Constitutional  and  Political  History  of  the  United  States  (1783-1865).    Professor 

Hart. 
[14.    History  of  American  Diplomacy.    Professor  Hart.] 
Omitted  in  1898-99. 
15.    History  of  Northern  and  Eastern  Europe  (1453-1795).    /falf-ccurse.    Dr.  Coolidgb. 
[19.    The  Eastern  Question,    ffalf-cmru.    Dr.  Coolidge.] 
Omitted  in  1898-99. 

PRIMARILY    FOR  GRADUATES. 

^  [16.    Federal  History  of  Germany  from  the  Fourteenth  Century.    Professor  Hart.] 

\  Omitted  in  189'* 


17.    Constitutional  History  of  Athens.    Dr.  Botsford. 
[18.    Constitutional  History  of  the  Roman  Republic  to  the  Social  War.    Dr.  Botsford.] 

Omitted  in  1898-99. 
22.    The  Sources  and  Literature  of  English  Constitutional  History.    Assistant  Professor 

Gross. 
26.    The  History  of  Christian  Thought.    Professor  Emertok. 
[23.    Historical  Development  of  American  Institutions.    Professor  Channing.] 

Omitted  in  1898-99. 
24.    Sources  and  Literature  of  American  History.    Half-course^    Professor  Hart. 
20.    Seminary  Courses. 

(tf)  Church  and  State.    Professor  Embrton. 

\b)  English  Institutions  in  the  Middle  Ages.    Assistant  Professor  Gross. 

\c)  Recent  Constitutional  History.    Professor  Macvane. 

\J)  Recent  Diplomatic  History  of  Europe.    Dr.  Coolidgb. 

\e)  American  History  and  Institutions.    Professors  Hart  and  Channing. 

(/)  English  Institutions  of  the  Tudor  and  Stuart  Periods.    Professor  Channing. 

{g)  International  Law.    Professor  Beale. 
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GOVERNMENT. 

PRIMARILY    FOR   UNDERGRADUATES. 
I.    Constitutional  Government  (elementary  course).     Professor  Macvank  and  Mr. 
Lowell. 

FOR  GRADUATES  AND  UNDERGRADUATES. 

4.  Elements  of  International  Law.    Professor  Macvane. 

{7.    Leading  Principles  of  Constitutional  Law :   Selected  Cases.    Bal/'courte*    Vroltnor 
Macvane.] 
Omitted  in  1898-99. 
&    The  Canon  Law :  Its  Sources  and  History. —  Protestant  Ecclesiastical  Law.    JIal/-' 

course.    Professor  Euerton. 
la    Principles  of  Government :  Studies  of  Existing  Political  Systems.    Mr.  Lowell. 

PRIMARILY   FOR   GRADUATES. 

5.  Roman  Law.    Assistant  Professor  Williams. 

IS.  The  American  Political  System.    Professor  Hart. 

14.  Constitutional  Law  in  the  United  States.    Professor  Thayek. 

15.  International  Law  (advanced  course),    ffalf-amrse.    Professor  Bbalb. 
la  Seminary  Courses.    See  under  History. 

ECONOMICS. 

PRIMARILY   FOR  UNDERGRADUATES. 
I.    Outlines  of  Economics.     Professor   Taussig  and  Assistant  Professor  Edward 

*  FOR   GRADUATES    AND    UNDERGRADUATES, 
[to.    The  Mediaeval  Economic  History  of  Europe.    Professor  Ashley.]. 

Omitted  in  1898-99. 
[11.    The  Modem  Economic  History  of  Europe  and  America  (from  1600).    Professor 
Ashley.] 
Omitted  in  1898-99. 

6.  Economic  History  of  the  United  States.    Dr.  Callender. 

8.  Western  Civilization  in  its  Economic  Aspects.    (Mediaeval  and  Modem.)    Half- 

course.    Dr.  Cunningham  (Trinity  College,  Cambridge,  En^and). 

11,  The  Industrial  Revolution  in  England.    Half-course,    Dr.  Cunningham   (Trinity 

College,  Cambridge,  England). 
[15.    History  and  Literature  of  Political  Economy  to  the  Middle  of  the  Nineteenth  Cen- 
tury.   Professor  Ashley.] 
Omitted  in  1898-99. 
3.    Economic  Theory  from  Adam  Smith  to  the  Present  Time.    Professor  Taussig, 
13.    Methods  of  Economic  Investigation.    Professor  Taussig. 

3.  The  Principles  of  Sociology. — Development  of  the  Modem  State.    Assistant  Pro* 

fessor  Edward  Cummings. 
[14.    Communism  and  Socialism.—- Utopias,  Ancient  and  Modem.    Assistant  Professor 
Edward  Cummings.] 
Omitted  in  1898-99. 

9.  The  Social  and  Economic  Condition  of  Workingmen  in  the  United  States  and  in 

Other  Countries.    Assistant  Professor  Edward  Cummings  and  Dr.  John  Cum- 
mings. 

4.  The  Theor^r  of  Statistics.    Dr.  John  Cummings. 

17.    Ethnology  in  its  Applications  to  Economic  and  Social  Problems.    Half-course.    Dr. 
John  Cummings. 

5.  Railway  Transportation.    Half-course,    Mr.  Mbyer. 
i&    Selected  Topics  in  the  Finanaal  History  of  the  United  States.    Professor  Dunbar. 

The  Theory  and  Methods  of  Taxation.    Half-course.    Professor  Taussig.] 
Financial  Administration  and  Public  Debts.    Half-course.    Professor  Dunbar.] 
Omitted  in  1898-99. 

12.  Banking  and  the  History  of  the  Leading  Banking  Systems.    Half-co$erse.    Professor 

Dunbar, 
[is.    Intemational  Payments  and  the  Flow  of  the  Precious  Metals.    Half-course,    Profes- 
sor DxmBAR  and  Mr.  Meyer.] 
Omitted  in  1898-^. 

PRIMARILY    FOR   GRADUATES. 

sa    Seminary  in  Economics. 

{a)  The  Theory  of  Money.    Professor  Dunbar. 

\b)  Local  Taxation  in  the  United  States.    Professor  Taussig. 

{c)  Socialism  and  Communism.    Assistant  Professor  Cummings. 

Descriptive  pamphlets  relative  to  the  above-named  courses  for  the  year  1897-98,  with 
drcnlars  regarding  admission  to  Harvard  College  and  the  Graduate  School,  may  be  ol> 
tained  by  applying  to 

THE  SBCRBTARY  OF  HARVARD  UNIVERSITY, 
Univertity  Hall,  Cambridge,  Mase. 
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IMPORTANT  WOMS  ON  ECONOMICS,  ETC., 

Published  since  January^  1897,  by 

THE   MACJVIILLAN   COMPANY. 


THB  SCIENCE    OP  LAW  AND  LAW-MAKING. 

Being  an  Introduction  to  Law  and  General  View  of  its  Contents,  and  a  Discassion  of 
the  Question  of  Codification  for  Laymen  as  well  as  Lawyers.  By  R.  Floyd 
Clarke  of  the  New  York  Bar.    Cloth,  large  8vo,  ^4.00  net, 

"'fhe  most  complete  and  bes)  presentation  of  tlie  whole  question  of  eodificiiticm." — T^  Bankmg' 
Law/ournal. 

ESSAY  ON  THE  CIVIL  WAR  AND  RECONSTRUCTIGN  AND 
RELATED  TOPICS. 

By  William  Archibald  Dunning,  Ph.D.,  Professor  bf  History  in  Columbia  Univer- 
sity.    X2mo,  cloth,  gilt  top,  j^2.oo. 

THE  FINANCES  OF  NEW  YORK  CITY. 

By  Edward  Dana  Durand,  Ph.D.,  late  Legislative  Librarian  in  the  New  York  State 
*    Library,  Assistant  Professor  of  Economics  and  Administration,  Leland  Stanford, 
Jr.,  University.     i2mo,  cloth,  I2.00. 

THE  PRINCIPLES  OF  SOCIOLOGY. 

An  Analysis  of  the  Phenomena  of  Association  and  of  Social  Organization.  By  Frank- 
lin Henry  Giddings,  M.A.,  Professor  of  Sociology  in  Columbia  Umversity  in 
the  City  of  New  York.     8vo,  cloth,  third  edition,  with  a  new  preface,  $3.oa 

THE  THEORY  OF  SOCIALIZATION. 

A  Syllabus  of  Sociological  Principles  for  the  Use  of  CoDege  and  University  Classes. 
By  Professor  Franklin  Henry  Giddings,  M.A.,  of  Columbia  University,  New 
York.     8vo,  paper,  60  cents,  net. 

MUNICIPAL  PROBLEMS. 

By  Frank  J.  Goodnow,  A.M.,  LL.D.,  Professor  of  Administrative  Law  in  Columbia 
University,  Author  of  "  Municipal  Home  Rule.*'     izmo,  cloth,  $1.50,  net. 

"One  of  the  finest  studies  in  administration  that  has  ever  been  offered  to  political  students." — The 
Inier-OceoMt  Chicago. 

ARISTOCRACY  AND  EVOLUTION. 

A  Study  of  the  Rights,  the  Origin,  and  the  Social  Functions  of  the  Wealthier  Classes. 
By  W.  H.  Mallock,  author  of  "  Is  Life  Worth  Living  ? "  "  Labor  and  the  Popular 
Welfare,"  etc.     Medium  8yo,  cloth,  $3.00. 

DOMESTIC  SERVICE. 

By  Lucy  Maynard  Salmon.    Crown  8vo,  cloth,  $2.00. 

"Should  be  carefully  read  by  every  housekeeper  and  by  every  one  who  is  in  any  way  interested 
in  the  subject  of  economics." — The  Evening  Trafucriptt  Boston. 

OUTLINES  OF  SOCIOLOGY. 

By  Lester  F.  Ward,  LL.D.,  Columbian  University,  Washington,  D.C.  Cloth,  crown 
8vo,  $2.00. 

THE  STUDY  OF  CITY  GOVERNMENT. 

An  Outline  of  the  Problems  of  Municipal  Functions,  Control,  and  Organization.  By 
Delos  F.  Wilcox,  A.M.,  Ph.D.     i2mo,  cloth,  $1.50,  fiet, 

"A  trustworthv  guide  to  the  study  of  city  government  and  general  political  problems." — The  Evening 
Telegraph,  Philadelphia. 

Send  for  a  new  catcUogtu  of  the  publications  of 

THE  MACMILLAN  COMPANY  ■  ■  66  Fifth  Ave.,  New  York. 

Press  of  Geo.  U.  Ellis,  141  Franklin  St,  Boston.  U.S.A. 
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